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the word "corfidencs" was to mane I i e Ior cour ries to make p., · js with
assurance that if untold urtoward. Lv <mry ~t os shoutld deleuop and it oui temp-
orarily fin itself unable to proceed [Ta red re c ourse to the aml, It gave them
the same sort of assurarde as tnhe 'el t ra: Bank making it possibie for them to lend
with the understanding that shoul toi' e Le a temporary deciine in the deposits
the members could resort to the Cenz a, fidri for assistance. This is the same
sort of thing in an international way, A omuntry can plan its internatlanal finan-
cing and feel that if it shoiuld fall short there is an international organization to
come to its assistance, and that's what i: 1rtendel. I thirk the other point
brought out by the representative of A4siraLta is a little more important because
while the words are very close to Alite'native B as they were 1 Aliermative A, they
too change the impact of the sentence because hey gi e the impression
that it is the Fund's business te assist ln the correction oe im, a:julstmerts. This
Fund will not be equipped to do thiis This Fund's function is tro make it possible

to delay the consequences of maladjUstmrnt argd to give the couU ry an opportunity
to taIe such measures as are necessary !L correct the malajatumeLb This Fund
will not be large onough to corrects any sqttial mladhiistLsor s lI this <ar-
tomrn worid, and if you should start o> wrth the irtention of hairtrg ihe Fund
correct maladjustents the Fund vwiil ot be able to Lite up to Ls purpose.

Delegate from Australia:

This should also be referre! I the Drafting (ormmittee, bKu I would like

to say that the first point abou'"or iden e" migkt be rilo -, perhaps somewhere
else. On the second point I still feel thi giv'ie nembero e rrIs Is a so assolstirg
them to corrert maladjus t m>nTc &s Q a Q,. ao' <natlv w- words t e£;tei are appropriate.
However, that whole thing might be T ~rrasne , Ul esewtere ha, tis Cotrni tee.

Chairman:

Shall we refer this to the Drat' ing Cormittee with the n~deor~iancJng that
opinions expressed here shall be takeb Lntc, s! i:ceraticr by ne Drafing Commiltee?
Is that agreeabie to you? -- Agreed I o nea objei heiw, I I so orderoed.
Now we cons!ler Section 4. In Se0: [: ri tre Aiierative A * ,reaily, as I can see,
thlie is nort a single word of chadge - lhere i ro atternarle et al . It was put,
there because the whole page was suggecse1 a ove al ernai. e I asot. beotso
that alternative had aivything partii, a: In ' uagest with regeard o Seoion . I
think I am correct in that readliw, It no, -r wiii drop Alterna" le A from out'
discussion. Then we hace Al ternati Le B, D sr-d E. We ha e three trf ti; to ;on-
slider, I will read first Alternative b. (reads aeternrLtie), ALIt er:atI-'e D reads
as follows. (reads alterrnaltive). A ortaiie E reads: (reads aie]e mtireo E --
4 and 5). Discussion now open or tno,' a. tnr;'atwoes.

Delegate from Belgium:

Mr. Chairman, I suggestei the Aiternati e D. but K 'loJw of Aliernati/e E
I would suggest that Alternative D should not be discussed here aend I ar wiling
to drop it anld support E.

Chaie ran:

The original. proposer of D s vi] i ng to drop it, ro co t s]£ ler only Al-
tenrative B and E.
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As Al terriative D was suggostei by N'ortay I wish in a few words to draw
a telrror:, Io the reaso why thiLs Lbage in sggested. Among all the purposed, the
ptzrpose to piomote excha:nge stabttily is the one which has been all the time the
center of Jiscussion aSl I thlink it world be wise to let that purpose stand out
by ltse:f smi itlrear attertiio:. Pc a great extent that is a matter of policy --
that is onz :? -g -- and anethrer t g Is that what here is stressed as point 5
is in a way a quite different thing because if we comoletely succeeded in pro- )J3
motlrng exchange stabili iy there would be no use in making the orderly alterations
In a member currency. Thal is the reason we propose to drop that. May I also
say Ihat wdcre in the new proposel five the Intention has been to bring the rule
hero Inl onformity Athx the expreseio;L : ocerning alterations in 5 ways that I
used in later art ricler of the draft.

Doiegaie from A:usrrail:a

Auntraita propuosed :uLie 32efdment contalned in Alternative B because while
we are erilire.y in sympathy with it being as objective of the Fund to promote ex-
change stability we think that exchange stability should be of a certain kind. It
should not b ex hange stabl itry p'rsueoj or its own self. The danger that we see
both in tnoe original draft and also irn Alterrnative FE is precisely that the Fund may
under this feel that i has a direcitLo to aim at. -- Exchange stability irrespec-
tiveo of whether !hat is desIrabie or io_ Now, it is perfectly true that in a later
portion of t he rext vrovisioro Is made for orderly changes in exchange rates, but
there seems Lo us t o be so::e -onfi Let i the interpretation as to what is done
later It: the text shi .:ak is hero maTre one or the purposes and policies of the
F}und, We ttihk Ihat s t II sLt. hbe u:letShlle, for example, if a country were in-
flat trg iteroaLi y ht the furd shonil seek under those circumstances to promote
stabli]y It tre case of that prarticular couritry, It would be obviously undesirable
to try to It dowr ex htiOgo rates win e the country was pursuing a domestic policy
of ir[lation. Sich a piOcy wouid be wit.esirsable but the harn that it might do
woula be aggravated y any attempt to aim at stability of exchange rates under
those ircnums'ances. If it is only a matter of the public attitude toward this
document then It eems to mn ~hat the point ls me' sufficiently by Alternative D
which was ro posod for withdlrawaj, Ad hat alternative tihe proposal to promote
exchrange stability, was pul iirst %T order in the section and that may perhaps
meet the point of vlew of ihose who fear the possible public reception to any
weakering of {he "e ef!ereries to the exrr}nge stability in this documnnt, but we do
feel that priorp tono of extinarge sta tty1 It itself as an objective should not be
one of tie ?oi lea&c ad q>urTos; LI rti e Fhril.

Deiegate Trom the Url et Stateo.

it rseetit to me the staterents of the Delegate from Norway particularly
that the a] rernat iie oggested by hm comes forward at this time because of other
proinlsiors lhat appear tn the Joint Statement of principle. It seems to me that if
there are to be changes ~i the latLer' Laigugage that then the Cormittee might return
to the flL*'p<' '~ of the fui. Certainly there Is injected into this discussion in
the al tehrra:I ve th, vw ameri Lte prov ljicir agred upon by the content in the Joint
Staternit. of Piruscpies, a very important matter that must be met and resolved upon
a later occar'onr. I ir's toat the gert leman may await the resolving of those
provI:cloe be fore arnelndt or seokhig to smend the purposes of the Fund.
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Delegate from Ecuador:

I wish to move that Article No. 4 remain as it is written in the project -

that is to permit exchange stability, etc. (reads 4). I make a motion that it re-
main as it is without any changes.

Delegate from

I second the motion of the delegate from Ecuador because the amendment
of the words "promote and secure stability". It would be easier, for the Bank
should not secure exchange stability. For this reason I se'ond the motion.

Chairman:

What is your pleasure? Shall we proceed to vote, or shall we report the
opinion here to the Commission?

Delegate from

I should prefer to vote on this matter. I think this is a matter of
purpose and I think that unless you hear the opinion of everyone present here the
only way to get a good idea of the prevailing opinion is to vote. I think this is
a matter to which we must attach the highest timportance.

Reporting Delegate:

I think we must consider Article 4 of the Joint Statement. In this
Article 4 all clauses with regard to the stability of exchange or the possibility
of changing the rates are stated. I thtnk that it would be wise for our Committee
in agreement with the proposals of the member of the United States to wait and see
how this article would be definitely formulated. If in this article some provisions
will be passed providing for rate of exchange than we shall come back to the pur-
poses of the Fund and include the purposes of the Fund in this matter, but I thl~r
we all agree that the principal purpose of the Fund is to promote and secure
stability. If we shall agree to compromise in this scope somethirg which will
indicate that the Fund will facilitate changes which will prevent the countries
to have recourse to avoid competitive 41scriminatios then I think we must come back
to this. I should like then to propose we accept the postponement of Alternative D.
(reads Alternative D). I prefer this to E. because in paragraph E we give the
impression we consider both the ostabishing of the promotion of the exchange
stability and changes as the main objects of the Fund, while the main object is the
stability of the countries, so I should like to come back to proposal D and not E.

Delegate from Brazil:

Mr. Chairman I beg to second the suggestion made by the Reporting Dele-
gate because the spirit in which Article 4 or Capter 4 is drawn up is the spirit
of promoting stability,. and only consider changes in special cases, so the whole
idea in paragrapt 4 which is intimately connrected with that we are now iiscussing
seems to be the promotion of stability as the governing principle. Houever, as the
American Delegation pointed out, perhaps we might consider this point now of the
preamble after having considered the question of par values of member countries to
see whether the Committee will approve the general principles laid down in
Chapter 4 is that of promoting stability. Generally speaking the Brazilians had
rather favored among all the amendments that which has been withdrawn by the
Belgian Delegation which seems to be among the members who wanted it more in
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... .. ~>~~ PaB t the suggesvion made by the Reporting
o t'~~ale o <- :'i as 'c oe of the preamble until such time as

Lgp ' <>s dV ! on *h t r ii>1b, £ ,I S*ee to Ne the best one,

Deictte fro,, U[nie KngeJor.

I to s sppori ,. !ars feen said he'e. I hope very much that
>e 6rla] ;o f err.itei tt i '/1iur7 ' ri pi vt this matter to a vote, It seems to
me, Mr. Chill rmn, tha it would be Llgnt[y undesirable if at this stage we would
proceet to vole 0l mAtte*rs Iwich to fuor members at any rate seen to engulf fun-
larlm tai pDiInts of prl1rcipie By a. men s let us proceed. Let us not linger on
umn1mporta:* - thoee are eOher tolitt. But where tbese points are involved
tr'at,]i or L o be tk, g s aos tbfe oo- we have a preei Lmiary rim through would be
a mn Iake. ] a< e~:)re support *nha La[t been said by the delegate of the United
States arn ,%e heer r speaknrs who spoi> in that sense.

De[ iratPe ntm ?'an, e

wishr. to support te pre:xeAi rg opealers. I think it Is premature to
'le E! a!nho Iresor i .:11] i a> at meK L t prclipl e.

' ae nqes e c i e;> e e0'-' ,b time to the discusson of this section.
We hal a varf]e'y of riu' lns rs 'd We have oni very important point which we

ha, Lear, : 1i r . ?t. ! i ptf~ zh p bhe a ure of the whole fund and what
- ) 91©[ )Lo, o,. be T flf% 0] t[] the total which we will

Iil' i;o i i b% De t ro itarn ;, 'ie Cc nmr ttee here I would suggest that we
nlr }or'ar y ask Ihre da rf rtZ orm, Ir' ee tcke this section In hand with due con-

s9lera-1o ,)f oi I rn eox>ssbd herr arod 4ih conslidertion of proceedings of
:tis {,)rar 'eOii a. ,a wl hun vb e ~ ob at 'e proeent stage but II later stages. In
rer eo,,4 I, irat eI *Olrlttee ih>o:I report somewhat later and not together
l -Sr Vr art

t '< re'oe ary Ior us to n g1 tiis quest or up at this tim8 before
+hl~ {lr, se a . !'ar absI r emenrr:r !he vroblem which it Involves eam i-

Do I tirt ar, '-obect!or :rY sugges ir or? if not, so ordered. Now we
s'>[pro, eei :l o'rsiter seCo tlm Se <Ion Ž i Onlty alternative A. The Al-

ternat £ ' s I(AiternH. ite reara The change is in the first part of the
JeO'' o , 'ire ,emrEj par, rQnmal l so 3rn; in the first part we substitute -
ta! !' a' t e ' s' I o e tKh D r'£n' t "mit Lti, teral system of payments" in-
' 4el of 'mr , I ateri p JayneWr f; < i> es' Theon the second part on current
rrsact t1a s rn memor "oun vrles ther, is a 'ord in respect to current and so forth.

Wh'b yor c p ea/;ure Ath r'eg j. ao A: erriatl, A, section 5?

Dolega·ee I tre .rr ?

MI g!! re agiree Io a, cot r 1 Mr heirmaren?
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Chairman:

It seems to be a happy improvem:nit on the wording, Shall we adopt Alter-
native A, section 5. Is it agreeable o anl? I hear no objection, so ordered.
Alternative A, Section 5 is adopted. Now we proceed to section 6. Section 6 has
two alternatives - Alternative A (reads Alternative A). There is no change, but
Alternative B (reads Alternative B) - addition of this phrase "in accordance with
above principle" and the word "countries' instead of "members". What is your
pleasure in regard to the Alternative B? Shall we add or shall we not that phrase
"in accordance with the above principle",

Delegate from Australia:

This anendment is also put "'orard by Australia, It seemed to us that
the statenment of purposes and policies of the Fund as set out in six gave to the
Fund altogether too wide a discretion, It must be remembered t at the Fund has the
power to refuse member countries access to their purposes if arnyv member is not
complying with the policies and paurposes of the fund. In addition to that the Fund
must take in account the purposes and policies of the Fund. Six says quite
bluntly (reads) One way of doing that would be in the case of any disequllibrim
to lessen the degree of equilibrium of nalaxce of payments. For a country to follow
a rigid policy of deflation such as wage cutting and other policies of deflation
which have to be met in such clrcumstances. Now we doubt if in the present state
of Ilowledge on monetary methods whether this is an amendment which should be
adopted. We think there are other ways of correcting diseqyiitbria of that kind and
those other ways are preferable. OuG proposar is intended to restrict the dis-
cretion of the Fund to the princpies whlno were set out under one to five and to
eliminate what seems to us a possiblV objectionabme method of correction.

Chairman:

Any further discussion?

Delegate from United States:

Mr. Chairman, if there are no objections as far as the delegates from
the United States are concerned we thibrk it mnarns the sam thing 1ith the lan-
guage in as it does with the language out.

Delegate from

Will we put that in every clause '1l accordance <ith the above purposer "

Chairmae:

No the suggestion is oniy to Insert that clause in sectio:i 6.

Delegate fron

Then the remainder will not be In accordance i th the purpopes?

Chairmar:

That of course is not intended.
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Deegate f rom

My <ri.ar.h' <M±( 0¢f'i.Y ne nis whether it is really necessary to tell
ttatr ' a> ra. tII o -: ss

Detegate fron Mae

Pie (ra.rg 'U a %er',Riales e otradltory -with another phrase in
arttic.e hl hic says '0 g[ve lmle lo otrect maiadJustments since it is the
purpose of 'he F'srd }c provids shor'fr credit but what the Fund can do is to
mai.,-al± -,ih e4ultilbr'umi 'I{Lolk ' tru to take restrtctige measures and we feel
thn L thsi >or"ng oif Tha't p rase of 'n s at!sle is anfortunale and we should like
t, rr[opi,!e rrnt t, be reterr'el V. tr `~¢aftl e -oofllttee.

Chai rafs

1 oi% f yu) ai; nl g)o' t!~ piont. of the suggestion made by the mrember
fr-c Mox o He 1f l1ls 'nsw the snrase to shorten the period, That might be con-
traiictory to wro: hig <e sali abe e _Lvzrg the ,embers time to correct malad-
jusameonte so t ha it mty w,< be ri'errej t o the draftlrg committee to find out
whetter the -ore arri .o t. ad ;c y y al £f so to fird a better expression.

MKai aefk hbo twie iPr: 'ou[' sAlcren the period of Its agreement?

iI Rseonu ] a pO1 0 ' n/a- qnestion?

Dr. G© <

l,n.± attormpt Io anssr -v ihttink the idea of this section is that
it -. olo o e o rD x O y r'&*e + ! e Ic ou.:try temporarliy from the pressure
o0 e"l are C e it ; ]s u ri. t < a jiJsttmenvs ard therefore make it easier
for tem, o rlrt gvoit 'he adust.f,-i a 0d bring then aiout in a shorter time.
The hei, de n 2 [e Thbreiberr- re f faan shorter the equlAlibrim because we
Aefl %0 De -9oii/ t 2<1f teyc( d !s reri sope if the idea is to actually
shor-en h eqt iD ir'<m to ,gnt tshe Fur d s scope "as to lend help to the mem-
bers wtlo are ~ rl'Al Of such n'e:p bu! 'o' tin holding adjustmnnt of its equllibriun.

( ral rmrIw

i iak y"I, Dr Ao ieresr I tinderstand how by so doing it would
neip the cou'!% Iitl1e i]t affe.'s it ,rwn equillibrium, While the country itself
I· ajustj!i> pl' : Moi pst o; to iesien. so the Fund itself will not
ithor s;e: 7' 1 e - 1 e izeaser the, <-f>- - of t e equtilbrium while it is affecting

Mr nat rrr., May i say tr tfhe inentien of the language is not to
i Kied '>z+ %r Fvind It ie f w If> ao nyKhing to bring about corrections in mal-

ai Qr a ee eo- n i [; ,ae ! > le raiountry of tie exchange pressure
Iurl·IF ng rO-io oe oft ! >:'Ie r :o' 'hat the lariguage is subject to

I Aiak It ou dI e ,.z to refer It to the drafting comittee
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which will have heard the cornmento aid witi attempt to correct any misLeading
impression that it may give.

Chaiman:

With respect to the first part ' in accordazwe with the above
principles" there are two opinions - tte that limits the Fund's possibilities
with member countries. The other opinion is that everything the Fund does
must be in accordance with the principles. There is nothing the Fund can do
without being in accordance with the Fund's principles. The second part, "to
shorten the period", the language is not clear. It is subject to misunder-
standing, Therefore it seems to me to be proper to leave this matter to our
drafting committee. Let them work on this section and bringr t us something
better, clearer- then we will spend time to consider this. Any objection?
I hear no objections, so ordered. Now we have to consider certain matters
that was added to the original Joint Statement. We have alternative F
which is an addition. It is intended to be a new section of this article -

Alternative F.(reads). Discussion is open on Alternative F.

Delegate from Brazil:

Mr. Chairmanl this was the suggestion made by the Brazilian delegation.
The idea was to indicate the advisabiLity of establishing connection between
the actions of the Fund and those of the Bank. It is somewhat connected with
the point I had the opportunity to raise this morning in respect of a dihs-
cussion of an amendment suggested by the Indian delegate, It is not we think
the purpose of the Fund to deal with the in estments. IL seems to me, and as
far as we have understood it, the general principle is that the Fund will deal
with short-tern or even perhaps at the most medium-term credlt but long-term
credit will be dealt with by the Bank. The two polioies, however, should, It
seems to us either connected or in some cases, the equiittrlil. the balance
of payrents of a certain country which might be absorbed by the governing
period of the Fund may be due to lack of Investment. In this case the fund
may get in touch with the bank and call attention to the ad isability of
directing investments to that country 1t order to give them the means of
re-establishing the balance of paymnt, IL seems to us that this should be
inscribed as one of the purposes of tne Fund to establish a cornection with
the bank purposes. that was the idea of this amendcment,

Chairman:

Any further discussion?

Delegate from Poland:

The statement made by the Chairman of the delegation of Brazil -
I think that we all understand very veli to correct maladjustments in
the balance of payments of many countries some other mears are recessary as
we have found - as they are in their or- resources. So we see here thar
also we should consider the proposal of the Bank of Reconstruction and
Development and it should be very advisabie to put anto the statuts of the



Bank
Fund the proposal of the delegate from Brazil which points to the necessity of
collaboration of these two international ijstlttionls.

Dr. Goldenweiser:

Yhen you read Alternative F it seems o)n the face of it t. be innocent
and in general it is clear that the functloning of this Fund would have to be
correlated with the functioning of other international machinery but we have no
real assurance at this stage that both the Fund arl the Bank machinery would be
established and it seems somewhat outside the scope of the purposes of the Fund
to indicate that it is one of its purposes tc cooperate thi> something sise s hiwch
may or may not exist. There is a proposae wfl 12> wflL Iomh > In due tlme ebaout
cooperation between the Fund and other interiational agen'les ani it seems to me
that it would be very much better to pass this up at this time and constier that
section as one of the substantive matters rather than one of th:e purposes of
the Fund.

Chairman:

Any further discussion?

Delegate from Brazil;

Of course the proposal ,ode of establishing <orreatior1 bLetaweje
two institutions presupposes the existelnce of both. If one of them does rio
materialize of course there is no posslbility of estatllshing reiat'on betwee>
two things one of which does not exist. I quite agree that in view of
Dr. Goldenweiser's announcing to us that there willi be <erril pbroposa fis
connection with this:subject to be further discussed, that the matter should
be postponed until such time as the other proposal in corne tio w!h it cou i
be taken up by the colnittee.

Chairman:

The member proposing this alterr&ative agrees to the postponement
of this alteriative until we consider the proposai of' other Interatioral
agencies - so the consideration of Alternative F is postponed.
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MINUTES OF MEETING 0 QCOMMISSION I - CO4MITTKE I
10:oo a.m. AdiLtorium

July 4, ¾,

Dr. Tslang took the Chair upon introduction by Dr. White, Chairman
of the Commission I of the Conference. He outlined briefly the procedure to
be followed by the Committee indicating that the Committee would follow the
topics assigned to it in Document No. 51 distribulted by the Secretariat
entitled " Assignment'. He indicated that the Committee would follow these
assignments within each article and proceed section by sectio. o Where there
was only one alternative embodying no substantial change tih Conmmnittee would
endeavor to reach agreement or where there was more than one soostantlal
charge the Committee would take up the alternative involvingr substantial change
first.

The representative of Ecuador moved that where an altemnative does
not make a substantial change it should be referred by the Chair to the Sub-
committee of three or five members in order that that Committee might agree
on the change it thinks advisable. Mr Keilhau of Norwegian delegation made
the following suggestion on procedure. He indicated that of the topics
assigned to this Committee all were important but only the question of
quotas was difficult on the account of the great interest of governnnts in
the matter, and because neither the Joint Staterent nor the Conmmittee
Document F.1 made definite provision wlth respect to it.
Mr. Kellhau therefore suggested tha t for quotas there be a small expert
committee of three including lawyers a:d Itankers amorw I s members. He
suggested that the Committee discuss provlsionally the proposed formula for
quotas and thereafter refer the matter to this subcommittee who w uld ascertain
the views of various delegations and make a report. The Chairman tnen put
the motion of the representative of E uilor for a small drafting Committee
involving no substantial change but this motion was lost for lack of a second.
The Chairman replied to Mr. Keilhau that shortly a paper oi ithe subject of
quotas woula be presented to the Conmittee and that it would be best to defer
discussion on the subject until then.

Mr. Keilhau agreed to postpone it, until that time.

The Chairman then read Sec Lion [ of ALternative a, to Article I
and Judge Vinson of the United States le[egation moved that It be adopted
on the ground that it involved no change in substance and there was dis-
cussion in which Mr. Nash of New Zealand toe Egyptian delegation stressed
the omission of the alternative A, section I of the words " a penranent
institution" and suggested this was a serious omission since " machinery"
might be understood to read mere oonsultatlve arrangemnts. Mr. Nash
therefore moved that it would be better to return to thr original wordic
of the Joint Statement and was supported by Mr. Varvaressos of Greece and
Mr. Soong of China.



The Canada representative defended the sanguage of Alternati ve A,
Section I In preference to that of the Joint Statement orn he grounls that
the whole instrument set up an institution in its other provisions and that
the referenqe to "machinery" was appropriate for a staterw,, of purposes.

The Chairman put the motion indicating that the only important point
was whether to reta4n the words" a permanent institution" or not and the
mostiqn was lost. ( The United States and United Kingrdom voted for the
motion).

Professor Robbins of United Kingdom referred to The dilffl!£ties
of drafting in a large group and pointed out that since tie Loxzference
was to complete Its duties by July 19 it was essential that "e focus attentionr
to copleting the Committee assignements.
He therefore suggested a small drafting Committee as proposed by Mr. Keilhau
of Norway but suggested that it be a permanent subcormittee of this Committee
and suggested that sectione marked with an asterisk ( tndicatirg substat ial
change) be referred to the subcommittee by the Chairman wlth the approval of
the Full Committee.

Mr. Jerenyv alaiman of India seconded the motion. Mr. Mladek of
Czechoslovakia asked whether the right of the Committee to denide whether
the change was one of substance should be fully safeguarded. Mr. Robb~ns
replied that this was implicit in the constitution of the Conference as a
paramount principle and that the motion would have needed no aarendment In
this respect.

The representative of Iran asked whether the Committee wouid have
an opportunity to review the findings of the Committee and the Chairman repiiei
that the Subcommittee would report to the Full Committee

Professor Mossee of French Delegation seconded the m>r ion whtib was
then put by the Chairman and carried ( United States supporte> the mnotion).

Judge Vinson then said that though he did not address himself to
the results of this vote he wished to raise a question of procedure, It
was, he said, his understanding that differences of opinion in the Committee
would be reported fully to the Commission. The Chairman, repliea that the
Coxmittee was not under obligation to report on all purposes of difference
since in that case it would not fulfill its purpose of saving time for the
Commission.

The Chairman then submitted the alternatives to Sectior 2, Article I
of the Joint Statement indicating that there were two without substantial
change and one with substantial change and that he proposed the Committee
consider the latter.

Judge Vinson of the United States Delegation then requested that
Dr. White, Chairman of the Commission, be given the floor.

Dr. White said that it was his feeling that a vote on each qruestion
would be undesirable and would slow down the Committee's progress and asked
whether in cases where the Chair recognized the differences of opinion, the
Chair would not refer the matter to the Commission and if there is general
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agreement on this procedure, pass or. o the next point,

Dr. White suggested that thie Chbairman thus not attempt to obtain
a vote on each provision. The Chaitanq replied that it had been, and was his
intention to dispose of secondary matters in this manner, On matters of
importance it was his intention that the Committee should have free expression
of its views and that all shades of opinion should be reported fully. He
said that the question raised in regard to Section i of Alternative A was a
matter more of language than of form. Mr. White then asked whether, when
the matter is not brought to vote, the Chairman coula not pass to other points
because there might be a difference of opinion as to what mingnt be important
and what not important and that it might be unfortunate to obtlge the Comnittee
to make this distinction in a formal way when the Cormittee decidel whether
or not to take a vote.

The Chairman said that motions like the one to constitute a Sub-
committee to facilitate the work of the Committee would have to be put to a
vote. With regard to other matters it would probably be satisfactory if the
Chair would consult the Committee on whether or not there should be a vote.

The Chair then proposed that Alternative C to Section 2 should
be considered and read the alternative which is as follows:

Sir Jeremy Raisman of the Indian Delegation then explained to the
Committee the reasons in the mind of the Indian Delegation proposing this
alternative. These reasons were in lthe first instanice that the wording of
Section 2 of Article I of the Joint Statement gives undue emphasis to the
high level of income and of employment in already highly industrial countries.
It cannot, he said, be the object of the Fund to restrict its activities in
this respect to highly industrialized countries, The Fund should hae as its
objective also to bring low income countries up to a high lexei quite as much
as to maintain the high level in other countries,

Sir Jeremy said that the other maintenance erplies that su'h a
high level of employment of real income already exists therefo.re the
Indian amendment is intended to give explicit expression of what is really
meant by this section of the Joint Statemrn, by implication.

Mr. Beltran of Peru suggested that the intent could be made clearer
by adding the words" promote and maintain" to the Section so ttat it would
read that the objective of the Fund was to promote and maintain high levels
of full employment and real income.

Mr. Keilhau of Norway observed that if arny of the alternatives
were adopted it would be necessary to have the word" promote" in this Section.

The view of the Indian Delegation was supported by the Delega'e
from Ecuador.

Mr. Holloway of South Africa suggested that the Indian motion goes
beyond the main objective of the Fund and that in ail of the Committee's
discussions the danger of going beyond the proper purpose should be guarded



against. He said that as the Indian aiternat1 e pa -orded f te purpose Is really
the purpose of the Bank rather than a ptrgose of vhe Fund. He referre4 to
Alternative F of Article I in which :ooperationr with other agehoies s suggested
as an objective and nlicated that a poi; t W*s really covetea terte

In the further debate orn this ssue, thlie Auntraiian Delegate uipport'.e
the Indian alternative stressing in particular trat a conf'ict migh a!uise
between objectives such as exchazne stalihltt ar:i tne bhas! econommic ole-tJlea
such as stressed by the Indian alternative ond ,ohoei J Ue 'ar that ie Fund
is determlining its actions should have in min t hese malor e omre t Sbeu
which should be governing in its poilcy aecislions He piv. ; ho 0e e
that the word " thereby" in the Iraian Alternat! ve he tropp" a: +s 'as

agreed to by the Committee Including the Indian £eiega lon PTl Craturnan said
that further consideration aof te Inian aoterrative wuld eo T;Th'u the
inclusion of this word..

Judge Vinson asked for permission to have Dr. Soidenwelser address
the Committee and Dr. Goldenweiser said that it would be hoLpfi 1:n ve, of
the United States Delegation if the Cotlntttee should agree that the <ord

maintain" include the idea of" at'ain" anl " promote" He juaid thnat if
the Committee agreed to refer this alternative [o tthe Dratuig oxmlllee
the United States Delegation would be qcuite realy to soe le :" etv"
dropped. He said, however, tat Lit vou d, in eIt U, Fl St'e De 0
view be unfortunate to in:clude the woris about %ne fuirecr t La'i , tf e
resources of undeveloped countries suggestel by the Inirhn Ieeas.at><. Thls
view was taken eli the sane grclinds put forward Ly t B S lit Al r' i Da eog!tIo

The Brazilian Delegation agreed >lth the thought o' tr Itdla
alternative but felt that as worded it included at object] e of toe Bank aurr.v
the objectives of tie Fund.

Mr. de Iongh of the Netherland Delegation saIn t!a! tie Express!Lo
of trade which is already in the language of the Joint Satetoe 't carriesn by
necessary implication the idea of fuller utllza'ion of resources aid. higher
real income. He emphasized the depeinence of the nr:i for ita suctcoss !pon
a national policy of the nmember countries Lie sLxgestei 'hq fo .io'rir:g revised
words for the Indian alternative,

Professor Mosse of the French Doegauzr, also proposed new worJi.g
for Section 2 as follows:

At the request of the DeLegate from Cuca there was distussslon of the
meaning of the word" balance" as it appears on Article I and it was btl~ort
out by Mr. Goldenweiser that unless so qualified the other expressilxc might be
taken to mean a growth of imports without a corresponding growtrh In export'.

The Indian redpresentative saidl that the additionai words pr'opotei
by the India delegate did not enlarge the purpose of the Fund but mereiy
made it more complete. He quoted from the Questions and Answers to shocw L!hat
the purpose he mentioned was already in the Fund. The South African repre-
sentative suggested that Alternative C be referred to 'he Drafting Corn teoe
The Chairman agreed to so refer the question If the Comnittee agreed tha
the Alternative does not enlarge the moaning of the purpose of the 3wd as
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stated in the Joint Statemont.

The representative from Ecualor asked that the question of whether
all the alternatives on this article should not be referred to the DraftWin
Committee but was over-ruled by the Chair with the support of the Coimittee.

It was agreed that when the Drafting Conmittee reaches this
Alternative a member of the Indian Delegation should be present.

The meeting was adjourned.
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original of the Joint Statement reads2 "Member countries shall subscribe in
gold and in their local funds amounts ( quotas) to be agreed, which will amount
altogether to about $8 billion if all the United and Associated Nations sub-
scribe to the Fund ( corresponding to about $10 billion for the World as a
whole)." Alternative A - Section 1 -" Eligible for Membership. The
members of the Fund shall be those of the countries represented at the United
Nations Monetary and Financial Conference whose governments accept membership
in the Fund. Membership in the Fund shall be open to other countries at such
times and in accordance with such terms as may be prescribed by the Fund."
This is additional material and there is no other alternative so we will con-
sider this section now. Any discussion on Section 1 - Countries Eligible
for Membership?

Delegate of Norway: As one of those tedious lawyers mentioned by Professor
Tsiang (2), I wish to draw your attention to one little thing in the
language. The first paragraph says that" the members of the Fund shall
be those of the countries represented, etc.", but the second paragraph
says that" membership in the Fund shall be open to other countries."
Accordingly, I think Article Z, at the beginning of the first paragraph,
is wrong. There should be substituted either" fournder members" or

original members" or any other phrase signifying their real position.

CHAIRMAN: Any other discussion?

DEIEGATE OF IETH¶ELANDS: Mr Chairman, the Netherlands Delegation
thinks that an important improvement in paragraph A would be that no mention
should be made of eight billion or ten billion and particularly that the
implication no longer exists that this conference should mean to imply that
the neutral countries and the now enemy countries should be entitled to a
share in this Fund to an aggregate quota of two billion which would be 20
percent of the total and which would be far more than according to present
understandings would be assiged to many of the United Nations here present.
If it were possible Mr. Chairman to have some clarification as to whether or
not the view of the Netherlands Delegation are correct, we would appreciate
it.

CHAIPMAf: I an sorry I did not understand clearly your point, Will you
state it again?

DEIKATE OF TE NETHEPLANDS: The Netherlands Delegations considers
it a great improvement to say that Alternative A no longer mentions the
figure of eight billion for United or Associated Nations' subscriptions to
the Fund and to the figure of 10 billion as corresponding to the subscription
if all countries of the whole world were members. The Netherlands Delegation
thinks that it would be wrong to imply that a total quota of two billion
which is twenty percent of the total should be left aside by implication to
the countries with which we are now at war and to the few remaining oountries
because this would present such a quota for those countries as is much in
excess of the quotas certain of the nations now united would probably
receive under the present consideration for the Fund.

CHAIIRMA: Is there any delegate who wishes to make a remark or
explanation on the point raised by the Delegate of the Netherlands?
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thirty days of the date on which the mnember approves the increase in to quota."
Discussion is open on Section 3 - Time and Place of Payment.

DELEGATE OF VElEZUELA: I should like to have an explanation of the
expression" for exchange transactiorao in its currency to begin."' At the
beginning of the paragraph where ir says" on or before the date fixed for
exchange transactions in its currency to begin.'

MR. GOLDENWEISER: The meaning of those words is that before a
country can draw on funds by the use of its quota it must nave made its
deposit of its quota with the proper department. Does tha ar ~er the question
of the member from Venezuela?

CHAIRMAN: That is a very important explanation I think that phrase
puzzled more than one member of this Committee. We are more than grateful to
Mr. Goldenweiser for it. It simply means before a member car draw upon the
Fund for exchange a member must pay his quota.

DEILEGATE OF SOUTH AFRICA; The country may wish to associate itself
with the Fund but may not for a long period want to have any exchange trans-
actions with the Fund because it does not require them, The Fund will not
have the advantage of the quota of that country if the text stands as it is.
I think if we are going into a club, the rembership subscription should
generally be paid to the club before we are admitted and lnis money should
be paid before you become a member, wd once you are a member other things
follow.

CHAIRMAN: Any other opinion?

DELEGATE OF INDIA: For extample, you stated that uanti the sub-
scription is paid up the country will rot start operations. Simlitarly can
we state that unless so many members join the Fund or so much quota is paid,
the Fund will not really come into e9stence and operate.

MR. GOLDNWESER: Mr Chairman, I believe there is anot her clause
that covers the point made by the GentLte : from India I would suggest that
Mr. Maffrey of the American Advisors bave an opportunity to throw some light
on the language of this section.

MR, MAFFREY: If the Commnlttee 1iii refer to page 49 of Document
F- 1, it will find listed a Section & of an additional article 13 entitled
"Fixing Initial Par Values'. The diffIcuitles that have been pointed out
in the discussion of the last few minutes are dealt with or wiLl be deait
with in Section 5, in this section 5 of the aaditional Article i. Without
going into the details of the proposed provision it is contemplated that the
Fund will come into operation when member countries holding a given per-
centage of the aggregate quotas have accepted membership., It is contemplated
further that on or before a date agreed upon for the beginrning of exch*'ge
operations countries which have accepted mbmership w41. be required tc pay
their quotas into the Fund. In other etword, it is cortemplatod that the Fund
will come into operation in two stager, First, the acoeptan e of monterehip
and second, the payment of quotas and the beginning of excharge operations.
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DEIEB APE FROM CZ&'KfOOSCOtA Mr Chairman, I would strongly support
ih t Aera: ao: eleD of l iJ lRg orp! tonrS of the Fund and the effectuation of

the mmherslp inlo tw a:naSJges, I >p.r toe very much to occupied countries which
parti> pate In e t . sKi:rng thas Yrw lo wever, ye will be unable to Join the Fund
if we are omrel ie ta uty into th [ rna at o-re. So the American concept appeals
very min, ~l o ot

DELE ;ArE FROM NORWAY: I>asmuio as this is a problem of the Fourth
Coemisslon I vo&h sggesit thai we do not discuss this matter say more before it
has seer rteari by tie Fouc h Commnsslon. I wish to draw attention to the fact
tihat here we brt orny &xeai ng w4 t line a.4d p ace of payrnt while in those other
Sr< bliv; w a» Oda. i- g tn In tatiorn of member rights T would say that the

sts a -iraf tS a rlghi

H.AFRJMA In :ne:r'tl! w{ bI! this sec im, i thirk =e better continue
lt; -the A'terria Iie B recauso the two are reai y Closeiy related, I will read

Alterat,- B, r'i- i, - 'utuersa Ce ALt eI aftive A - It Is asi addition to
Al terrat lve A .A Bat e reeIs "N{T t h.stani[lg the ftndamental principles
0r prauyicn icf quota as par'. I irar arr< gemerns may be made v[th coun tlies whose
CUSrrecy y at-l, hnap tb.r itslrupoed a; a resuilt of senemy pccupation. Such

~arr'rgeri /s . er1 -er me,,m ,ai rYJop :lo oths .e , after nine months,
a Ihe '-;, wg:ae !e o( ulmtrv w b- tle sane as they would
bade hoen i'i ar, x. , e' toi hati o't Leea granated. The gt venmint of the
respe I e ount ' ran T} ratep y ir speki4fc a ~ that the Fund will not
.uffer a: oJ;o ire aitj 1<2 f bha ~ ( iir -aar.ageme', 'r i there arh y discussion

DEihI-APE FROM 'ZEfCBOSIOVAK A Mr. (?!al'mna. 'his mendlment has been
s/egeste: in theLt a] %edAtrL , , ,i rf >,ut Is the supplement to Alternative
A. I l :La e tRv eJ oury I Dcileao n> a-n we hate been guided by the
foll 1aTr 'a [!j, we le e te> a ,nogh we, t2,iy aeree with Alterrnative A that
it. may ro- e & e . o igii l lot i e c cltrt.es le iberated from occupatlon, There
w i be er' : in trrieg,'ralties preses, In the moxetary system, It would be of

no use f ik *l r y rintt> a u{ ist of the dlfflcul les whilch nay arise
J+It ?~ ze lurt . ...t t .ei may pernaps give an 1vstant. You lonow that

Wte c xcidoli !< d t>eera] o<ur'ieJ o wtirtes weont into enemy hands and they are
bil r v tDhe[m' It, Pls It ! hopei That 'this go.l <ii be restored to the local
owners hb 'bhere As , ).b' tbtit it ! ake so tam' before the redistribu-
t!oT o Mre ,>i , l e 4feoted airi <e feel tatt it would be wise not to
orover ' tr e f AP t 'i e: tn 1k, I in-, Jeqiigs wlth sic conltries because of such
noro r' oS l]ormfuma!tvo litff Oi les, It oulldi be wIse I think for two
roasor , T i< srai] put I Yre rhorie' aty sys'ol3 i. heose countries will be
trenenrnls aid of proi tie so 'rue as of the early rransltionai
perion after the var, Asslstanre eleiered promptiy neips best; that the money
ioed Kity? mty De worth morti than sahl ilngs thro~n In t omorrow anrd although the

cout;rle-n .'tL d efTf;»!e, b ae it Id mo& remedies for the d'storted currency
sM ua. 0) i i1 (ur o.w> ornris, it %8 never t he iss equally true that the comon
lkLow~ceia trat a powerfuj lr/te&a t'Ial orgariLatlon is backhNg up such restore-
tio: r'eggsse P a ,oLit>ry 'u dIJ ;ean greatly to restore the very shaken con-
flier once r >' ;% / i3 tblts aresa Vkre are other reasons. We are very particular
abut. ti' .a-> e 4re u an idte <t ari appres ciate any amendminrI of language
Lutl I luii Ike ca ie at'e iN) of the Conmnittee to two principles used
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in our proposal. The first one Lo IVat it is left fully to the dilsre!ion of the
Fund to judge whether any such erxp'i tonai arrangement should be used atd what
time it should be used and under wnat cooditions and secondly - the second
principle is that these exceptional arrangereents should be ilmlted in time. The
third one, but no less important one is that the Fund, anid implicitely the other
members of the Fund should be safeguaried agalnst any losses wlich would arise
out of this arrangement. Mr. Chatrlat, ;e recommend this rev sion to the
Conmittee in the belief that it canrt Tarm anybody and it car, provide for a lot
of help.

DELEGATE FROM THE NETHERLANDS Mr. Chairman, I v ~d like to ask a
question to the member for Czechosloiakia who proposes tie er-timeent, Access
to the Fund is not possible for any member who has not fixed > h the Fund the
value of its currency. I think the sltuatior. in Prague as descrlued by the
Delegate from Czechoslovakia allows for the succession of her currency during
the period in which it may be difficult and I understand itha very well. To
fix the amounts of assets, gold available and to arrange -ranjactions necessary
to opening relations with the Fund but I do think tnat Ir. nat situation it will
be very difficult to fix a par value which anyway is necessary to start relations
with the Fund. Thank you very much for suggesting that poi,:l.

DELEGATE FROM CZECHOSLAVAKIA It was not in my mind jast to use this
arrangement for somehow suppiemnrting tne existi.3 system. I might agree with
the Dutch delegation. It would be ery diffticult ani I thninl we are encroaching
upon a field which exceeds the scope of our <ork because i is a matter belonging
to the second comittee and there hna c een provisiors sutggested by various
delegates for coverage,

DELEGATE FROM POLAND: Mr <iaL rlme, I second the motlot of the Delegate
from Czechoslovakia. I would like to say that in many counv reis 4hlh are now
occupied by the enemy the currency i staill very much dlsruf i'. Hero is a
motion put to us by the Czechosioiaktar Do egate, with respa :to exceptional
arrangements, we see it there a term or Lute months, not more tana nine months.
For my country I think this term l I be qoite sufficie_ t t' may be for other
countries it will be more advisable i may a so be for PoJaws - may be I ami
too optimistic In that. To give to tie Fu',d the facli1y to make arrangements
for a certain period as the Fuid wil think necessary for 'he particular country.
Taking into account all the c rcunstan' es of this co-±try, ai the currencies
which are now there in force ana wnli-w muc: be unified anld aupplemerted by a new
currency system.

DELEGATE OF THE UNION OF SOUPR AFPRiA: Mr. Chairman the Delegate from
Czechoslovakia has brought in a very importan' issue here, an Tssue which to my
mind goes a good deal beyond the particoular arti!c!e on which it has been raised.
I think it will be generally agreed ihat it v11 be exceedingly difficult for any
conference to lay down beforehand in any detail what is to be done in the case
are going to be, We do not know tnh kind of liberation the period of nine months
may mean to a particular country I' seems to me that if we try to go bnead and
lay down the details as to what is to be lone to aid liberated countries we shall
simply be trying to do the impossibie task. It seems to me Last ther will have
to be some general overriding clause, no a provilso to one section onty, but a
general overriding clause to enable the Fnd to come nlato being before these
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cobtlatrlrs are J sereted, to make trUl arratgenents and give such extensions of
time to the liberated countries as may ho necessary in its particular case. I
think pernaps it shoull be examneI' by a special subcommittee which you might
appoint for that purpose to give sFna' ]'tule to such countries as is consistent
with the generai principles of the Frl;., It will enable them to get over the
dlfficuiilbs wtith whlcn they are faced. One thing which we do not want is when
the Funid starts it should look a, thti donltrent for whatever the lawyers will make
of this !onfererle afterwards - If a oma is in the wrong place we must technicaly
rule out the cottry. There must be some latitude in that way and I think the
instruction should go out from this Comlittee to a Subcommlttee to consider that
problem which is not to my mid being considered and to bring it up for con-
sideratton to the Comm!ttee.

DEEIR,ATE FROM IRAN: My remark, Mr. Chairman, refer to Alterrntive A,
if I may proceed vow In the Joint Statement the mode of payment of the local
funds was not stated, In AlternatIve A it is said that the full amount must be
paid. I:a a iocuient uhich ase circuLiare I think under the title of Answers and
QuoLlolons, fthis reference was made to !this question which it seems to me is very
important perhaps to a ntumber of counties represented here. It may not be
necessary to require the payment of the local currency to be made in full
immnnediatey after the Fund sto instiuted uand if that is the case it seems to me
that it would create unnecessary difficulty for certain countries such as mine for
instanre Thich have to ft ilepois ry putiting up 100% cover for their currenoV
and I wonit, *lerefore, suggest that ur!less it is absolutely essential that the
lo, at urveotcy sholl bee pro;!ite In fil stn immdiately after the Fund comes into
beingr that spoeial considerattlr ishoui a be giSen to those cases and I would like
to ask Mr Cnairmanr trot if there s nY particular reason why this change has
been made that it shoi<1 be stated

DELEGATE FROM NORWAY Mr. Chairlar, I should like to make a short
comnent on the suggestion from the die egate from South Africa. He suggested that
there should be appointed a subcormli:tee for making a draft for special arrange-
ments in ai fieds concerningR the o'cupied countries, I will draw his attention
to the fact that hlIs canl t be done by nhis Committee because a number of those
provisions and the most npjorta;t of 'hem, come under the heading of other
conmittees aud tnat must be deferrol ty resolution by the Commission but there
is another trIng - the Representatite for South Africa - may be I misunderstood
him - seem to think tiat it would be satisfactor5 for the sow occupied countries
if it was loft to the Fuad to make na h decisions as might be found expedient
to make. From the po-int of the ocoupied countries that will not be satisfactory.
We must have our rights and it must be given as our rights and then I should
really think ha, if we dnlers and that It is easier - nevertheless to accept the
proposal suggested by Czechosiouakia ,mat the rights are laid down wherever we
meet the programs an:d I wish to all to what Mr. Mladek has said that in this big
do-nimnt there are a sufficient number of alternatives which will take care of
these cases I wou:d tnerefore like to support Dr. Mladek.

DEU}ATPE FROM POLAND: I think the procedure tat Norway puts out in
regard to the rights - I feel in conformity with the principles, any rights given
her wiili be lein to rtem. My thought is to make such concessions as the
circounsta0cs may jmate essentl al in crier to enable them to use those rights.
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DIELEGATE FROM THE UNITED KJI'~)DOM. I don't think it is necessary for me
to say much, Mr. Chairman, because "he Delegate of Norway has said withi his
characteristic force much of what I intended to say myself, nemely, it seems to me
that the very important points which <iave been raised by various speakers do in
fact far transend the context of this particu±ar section and it would, therefore, -
I submit it would be unfortunate if we were to reach a conclusion on this matter
here now or if we were to appoint a committee to deal with this specific point
only. Therefore it seems appropriate - I suggest, Mr. Chairman, that we should
report to the Comission that this point has been raised and we should add that
in our judgment it is a point which Is best considered in cortumction with a
number of other asterisks of the draft of the Joint Statermnor by a special committee
of the whole commission.

REPORTING DELFGATE (GREECE) I wish to report as to 'he proposal of the
Member from Czechoslovakia, and in cornection w~ th the proposal of the Delegates
from South Africa and the United Kiingdom, I think the best procedure would be to
apply to the Commission and ask for the appointment of anotner smaller committee
which will consider this matter in connection with other staiiar matters relating
to the liberated countries.

DELEGATE FROM EGYPT: I wish to raise two points, one, simply to mention
that the question of payment of quotas has been raised this afternoon. That, of
course, will raise the whole question of the denominations in which payment has
to be made. I only mention that now ecause I have given notice to the Secretary
General of a suggestion that will raise the whole question of the comnon
denominator in which the funds of the Fr.d are to be key' I leave that point
then for future consideration bua the second point is different. Occupied countries
have said that they must have time before their currencies get settled down to a
certain extent In the Middle East we must make the same claim for a totally
different reason. I take Egypt for example which I knu. best. At the present
moment Eghptian currency - the purchasing power of it Internally has depreciated
to 30% of its prewar value. The external purchasing power i.s on an exact par
with sterling, but as regards to internal purchasing power, to judge by what
happened in the last war, the purchasing power of our currency may be expected
after the armistice to double in value inside of a year. There would be a very
large movement in its external value so we also in the Middle East will have a
certain lapse of time before our currency gets settled down but I have not the
slightest doubt that it will settle down

CHAIRMAN: It seems to me we have discussed this point uong enough.
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MINUTES OF MEETIN; -- MOWMIS$iON JI.uly t, i9i: 4.45 p.m. Auditorium

CEHAIRMAN Et iegard tc A vrnattie B I WouLd like to unmmarize our
discvpsston as fol ows

] , Ste !aL consilratiton shteul be given to the countries which have
been e cupleft, fha' ma tter coneerns matter of initial payment but a number of
other mttors aliso This committee suggests to the commission that a special

onnolt'eo be created to ronelier thes matter of special treatment of countries
which have bee. occupied, Is there any objection to this slumnary up to the
present time?

'ANADA; Spec lai consideratlon should be given to the problem of these
our? resa rathsr' tnar, o the particular country. That is to say, the problems
of the coun'rles t hat have teen occupied.

CTHAIRMAN: Spo iai conisideration too shaft be given to the problem of
Initial payrernt ard otherf related matters of the countries which have been
oc:uplod and ice commissialon should make a special committee to consider the re-
laed mattlers. Alternative A deals in fact simply with the mattor of time and
place of payme: t, bll i we say that ti far as that section goes we see no
objection but sl ce It Is reia'ed to matters on page 49. Section 5, will be de-
ferred rint> :,he comrltoe has corsIdered that section. Is that agreed to?

IRAiN: Klrniiy repeat

CHAIRMAN. (Surarwsei as abe e)

CRAiRMAN, No, let us conSlier Sectior 2, "The quotas may be revised
fronm %Jne to !me Lv' chan.ges sail require a four-fifkhs wote and no member's
qur)'a may eo changed without its asse.'" "The Fund may, at intervals of five
years, al'ls the quotas of the members. It may also, if it thirnks fit, con-
slder at any other 'lie the adJustment of aily partUicuar quota at the request
of tipe omteber concered, A four-f if'lh maJortty tote shall be required for any

anarge in iuotas a:Ad no !lota sha.i re changed wltnoul the consent of the member
un( ererl.

AUSTRALIA i ithork IT would, ro preferable to leave the Fund free to
re-ise Ile euoIas a. ar :iAme as It was in the original statement, I see no
reas'e. for ", .at iers of five years" or "the Fund may from titm to time ad-
%st i~ qLuotas '· motion rs

MR LOLDENWEISER (Unitem Sla'es) The Idea in this section was that the
Rund wou i hbe expoctce lo review he t hole matter every five years but it could
at the request of the member or members take it up at any time that it saw fit,
I ihirk that In a -wly meets the suggestion made by the member from Australia, but
i f dooe~ el lere Wo, be so objeciion or, the part of the United States dole-

gaStli, t: havyg 'he "'ris "at irteryals of five years" changed to 'from time to

NORWAY I sharlid !ike to sheak in favor of retaining the clause as it
A. A unc~lr'ah/ t:zix meacs "no time' and I think any expres9ion "from time to

trae" *hlereovr ' U s oused means It is lever considered. It will be necessary
IAl IV -i to ix a hefloLve t.Ime, Thiit is one side of the picture. But there
tic a i e Ltlor sie. I rnltk that t' <il he of ;ertaln importance, to govern-
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ments, I should say, a very great imnportance, that these quotas whlch they have
now got should not be revised for five years. That gives them better ground to
stand on. I an very much in favor 0f the proposal as it is being made now. I
think it is verywise.

BRAZIL: I onder whether the matter would not easily be reconciled.
The Fund will at intervals of five years consider the advisability dcadjusting
the quotas. That means that every five years the Fund will study tee matter and
consider the advisability or otherwise of adjusting the quotas and then if it
sees fit at any other time the Fund will at intervals of five years consider the
advisability of adjusting the quotas, I wonder if that is oC any help.

CHAIRMAN: Change the first sentence to read "The F;ard wil, at in-
tervals of five years, consider the advisability of adjustJrg the quotas of the
members." The rest will remain as before.

AUSTRALIA: That still does rot suffice -- if somtllhing was added "at
any other time" to make it clear that it was not limited...

MR. GOLDENWEISER: This section becomes clarified to the point where
it is reasonably clear there is no subotuantial difference. We have the sentiment
of those who have spoken and it seems to me that it would be desirable to have
the language deferred to the language committee.

INDIA: I should like the word "review" instead of "adjust". "Adjust"
carried implication that the only ftuLctlon of this assembly is to change the
quotas of different countries, And another drafting point -- substitute the
word "shall" for the word "may".

CHAIRMAN: We have discussed long enough on this ratter. It is the
sense that we should have a definite opportunity at intervaes of five years to
reconsider the quotas. We also wish that even before the fi-re-year period the
freedom to consider quotas. The language of this paragraph should cover both
those needs. If agreeable to this coammittee, we will refer this section to our
subcommittee on language so as to cover botb thosei needs expressed in this dis-
cussion. Is that agreeable? So ordered.

We shall proceed to Section III. "The obligatory gold subscription of
a member country shall be fixed at 25 percent of its subscription (quota) or lO
percent of its holdings of gold and go!ld-convertible exchange. whichever is the
smaller."

"Alternative A, Section 5. Initial Payments. Each member shall pay in
gold the smaller of (a) twenty-five percent of its quota of (b) ten percent of its
official holdings of gold and gold-convertiloe exchange. In the case of aWy mm-
ber occupied by the enemy whose holdings are not ascertainable as of .(date)...
the Fund shall fix an appropriate alternative date."' Any discussion on this
section, Section 5, Alternative A?

HAITI: I should like to ask the United States why the following
phraseology was dropped. "A member country may include in the legal reserves and
the published statenment of the reserves of its gold and foreign erchange an amount
not to exceed its gold contribution to the Fund."
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a oroai iiJge*TI r T sgdralr,_ tne
ŽT:l~v±ifl rt j eWth, n.l wnatfer
to i's hie of V refereriso viz Ll luf~

ncleto; xiL tli . rtieraves •q> rm
I J1 nol be.ll, e 1 t woaJ. be proper
to dljoabe th'T frn, of 'fie reoeruve;

7re phrasirg in that document was rather
ne Fuoa might be handled in connection with

oa ;ountry decides whether it is desirable
yp in the Fund in its legislation in con-

u uiy a matter of domestic legislation.
r 'a lnternationai agreement on the subject

h di iduai central banks.

]11AQ. 2oxnc>ming the poot io' of any of tho~e countries which hold no
g'i or Lo co re' lLlei excharge 1>I the case of Iraq we have no gold holding.
AS to fhehnenr i ha'e any gold onrert,!bhe exchange would appear to depend upon
'ime deflrtntlo:, whIrir is gtwen to thea eprossIon. Are we rl lht in asesuming that
the coi t'ry hoei>t:g no godi and no < ertibMe exchange ontrlabtes nothing under
thea}

UN!TED STATES: That i pir y a mathematical qLestion -- 10 percent of
netlhi g e o'hir

IRAN Aiuerra' teo A to Se-i'orn II may apply equally to this alternative.
"Each mnember shai, pay the ,baarn e of its quota in its own currency.i

CHA!RMJAN
tfirtfer d iscusnioi?

have ,ius'
capper ed
[O atc 25

rhtd point is ' vered in the Joint Statement, page 29. Any

POLAND Two of the poin t s
rofe rroI bo a fr f iit her
I ois ot..r.f pC!T1 for

pueP{3r; 'o ·nolek~]e?

raised it Alternative A are points that we

3o0 sierar toe after certain other things have
onseleraitor wvrether these proportions of

NORWAY In 'it Jo::' Sta'emrn! Ii, 3, "The obligatory gold subsorip-
tnrm of a zt.ntter coantrry ati be t:'ea a* o5 percent. ' It is written in Al-
ternaatve A, "Ear: sermcer stai pay !, goid toe smaDier of 25 percent of' its quota

rO ic0 rer'eri o i'e or0i'az; hol;ings of gold..." and "Each member shall pay the
balance of its :uota I !sn ocw nnecy, Here is made a substitution whici I
;tou', inIe to 'k aoout. A cor ,:r~ io the Jolnt Statement any coun*ry which
%iL>Is tna t t~ &a& enicgn o? goI or waciC might De very fond of gold could pay up
to 100 pe:ce>' of [!o q;oa ri Fyo.d It is written that it shall pay as a maximum
29 pertenr ani t he ?est i [t r" a' <:a, currency. I think the more flexible system
of thie J, ln, Sgate e I ad i shopts e to ask about this point and I will come
blcik o !© ( n r :i

MR, AiDEK;NlSER It si
more tIar <7 p[ercoe , $o that those
Inlterr I thle al' ret Is (o Ii ae

gold ana not re franlrt nm

* i ternaed to insist that the country pay not
take care of ta Section VII on page II - the
in Section V the inimLurn that is required in

NONWAY. I htnk it s ..ntii f put in here at least.

MR sO(BEN4'EISEN: 'he ircguage should be changed but the intent is clear.

N.,l Jse % til, i Duuim, ol f' or at least'.

HRAiPNAN, PTe cjmfnttee aloepted the meaning of the sense oe this see-
to' andi eclied th the ilanguage oe eft to the ilirage committee. It is so
orlesred We -Iii -take up at thia po-it tomorrow morning,.
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MINIUTES OF MEETINCG OF COMMITTPEE 1 OF COMMISSION I
July 6, 1914 10.00 A.M

Purposes, Policies anid Quotas of the Fund.

The fourth meeting of the Committee began with a discussion of the re-
port of the Drafting Committee. The revised wording of Article I, Section 2,
Alternative c, (p.lb) was considered. This Alternative was sponsored by the In-
dian Delegation and proposes that there be included in the purposes of the Fund:
"to assist in the fuller utilization of the resources of eoononmicaly under-
developed countries".

Professor Robbins of the United Kingdom said that he believed the ideas
of India could be adequately met in a preamble covering the whole work of the
Conference.

Mr. Wash of New Zealand said that there were three objectives that should
be kept in mind if the Fund were to be successful. These are:

1. The expansion of trade

2. A fuller utilization of resources

3. A better distribution of real income

These objectives should be fully stated but Mr. Nash agreed that he would be satis-
fied if they were covered in the preamrbLe.

Mr. Melville of Australia agreed with Mr. Nash.

Mr. Tsiang, the Chainman, said that while the wordlng was not perfect
it was as good as could be agreed upon, He, therefore, suggested that the word-
ing of the Drafting Committee be accepted.

Mr. Chetty of India desired to snggest a new wording

Mr. Robbins proposed that India reserve the right to raise the question
again if their views were not met in the preamble but that in the meantime they
accept tentatively the present wordiog oI the Drafting Committee.

Mr. Chetty agreed to this.

Mr. Nash then suggestec the worms, "uaused resources' instead of
"productive power" and asked the meaning of productive power, Mr. Tsiang replied
that the words of Mr. Naeh were considered and rejected by the Committee since they
implied capitalistic developrent.

Mr. Gudin of Brazil said that it was intended that the Fund confine its
operations to current transaction. and that there should be a distinction between
the purposes of the Fund and those of the Bank. The words "munused rosources"
implied investment and were more appropriate for the Bank.

Mr. Varvaressos of Greece said that he believed the present wording as
proposed by the Drafting Conmmittee was more comprehensive than that suggested by
Mr. Nash.
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Mr. Tsta:g then Psail utna tie subject had been discussed to the limit
of frultfulUess mld ,suggested1 that 'he Cmmittee accept the report of Article I,
Section 2, ltn the urderstand!< tat if any Delegation was dissatisfied it could
raise the question subsequen'iy.

The report of the Drafting Committee on Article I, Section 3 and 6 was
accepted, The Conlttee also aceptet the recommendation of the Drafting Committee
that the addition at the end of Art cle I. Alternative A, p. la, which says,
"the Fund shall be guided in all its decisions by the purposes set forward above"
be included at the end of Article I

The Conrnittee then conaiseroa Alternative H, submit ed by Egypt and
which reads, "to promote the multilateral settlement of foreign credit balances
accumulated during thile war.

The representative of Egypt discussed at length the relation of the
baaanceo to Egyp ts economic posltion. He outlined the United States proposal
regaroing blocked bairLes sos etamned in the July 10, 1943 draft of the Fund.

Mr. Shroff of India supported what the Egyptian representative had said
and made vlgorous presentation of 1lila's economic problems. He read from the
earlier United Kingdom p[an. for a clearing union. He said that it was his desire
that 'he Fuwd provide at ]east some machInery for converting a portion of the
blocked baiancesn into Aquld form.

The Po ish represen:ita ie ook exception to Mr Shroff's position and
pointed out that Pohaai had debts -e from ermany but did not consider it
appropriate that tne Fund be burdens0 with these balances.

Professor hii<bins of the United Kingdom replied to the representatives
of Irdia and Egypt saylng Ihat his 'overnment recognized the seriousness of the
probiem and was not a<±aare of the cost of the war to these countries both in
blood as wetl as in materiai resources Nevertheiess, he said the Fund should not
be asiked to settle this stupendous protlem and the United Kingdom had a fixed
ob ebtlon t o bordoerlng the Fund ¥4 t t.

Mr uoidenveiser supportei Professor Robbins, saying that the United
States 'as fluily aware of tnd dlfft icui !eg of the countries owning the balances.
We were signth y embaraasedl he safd% by an earlier attempt to solve the problem
before we had givenr 1 realy mature ionnideration, He called attention to
Article V, Section i, p. 2 o aoarItaJ transactions which provides that while
the Fund's resources are no? to meet a Large outflow of capital, it is not in-
tended to prevent the use of the und s resources for capital transactions of
reasonable amount, To go beyond this, however, he said, would be unwise. There-
fore, to refer to war balances ani to tmpiy that the Fund might facilitate a
solution of the problem would be misieading.

Mr. Intel of Frar e agreed wvbll what had been said by Professor Robbins,
Mr. &iLde!lweiser fnd the Polish representative. He said that France, like Poland,
had debts due from Germnny but was nnL askring the Fund to help in thek liquidation.

Rr "sh<ng said that China was also in this position. The Chairman then
quggVestel tiaai with reference to Alternative H, the Committee report this Alter-
native, together with the sense of the discussion to Commission I. He then turned
to the Agenda on Document F.: and reterred to Article II, Alternative A, Section 6,
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(p.4 ) dealing with payments when quotas are changed. This was accepted without
discussion.

The discussion then turned to Alternative B, (p. 4 a) which has to do
with reduction in gold payments by countries which have suffered from enemy
occupation and hostilities.

The Chairman also read Alternative C which is a variation of Alternative
B.

The representative from U.S SR, Mr. Morgov, read a statement of the
Russian position on this proposal. Baron Boel of Belgium agreed with the proposal
but disapproved of the feature that the reduction should vary according to the
amount of damage. He said this would require the Fund to evaluate the damage
for each country. All countries damaged by enemy occupation, he said, should be
treated alike and should have their gold payments, under this Alternative, reduced
by 25 percent, namely, 75 percent of the amount that they would otherwise pay.

Mr. Tsiang said that this question was related to that raised by Czech-
oslovakia regarding the date of pagmenF, and which had been referred to the ad
hoc cormittee. The present problem. he said, has to do with the armornt of pay-
ment. He said that this should also be reierred to Commission I. There was no
dissent.

Mr. Tsiang then toox up Article IX, Section 1i, (p.3d) whlch has to Co
with the obligation of member countries not to buy awi selL gote at a price which
departs from parity by more than a prescribed margin.

Professor Robbins said that Commi tee 2 had questioned whether Article
IX should not be considered by them. He suggested a Joint sessiorn with Com-
mittee 2.

Mr. Tsiang said that he had talked with Mr, White, Chairman of Com-
mission I and informed him that Committee I did not object to a discussion of this
subnect by Committee 2. Mr. White irnformed Mr. Tsiang that a joint committee
might be appointed on this question aid that Committee 1 shouid proceed with its
assignment.

Mr. Tsiang said that Coxmmittee I was, therefore, required to continue
with its assignrment.

In response to an inquiry as to the meaning of Section 2, which was
missing and to be inserted later, Mr Golderweiser replied that he had no infor-
mation.

The Committee then considered Aitemrnative A, Section 2. The epresenta-
tive from Czechoslovakia enquired as to the meaning of the words, "fror or to
the monetary authorities" in the sentence which reads, "no member cotirly shall
buy or sell gold from or to the monetary authorities of another member at prices",
etc.

Mr. Coldenweiser replied that it was intended to deal only with govern-
merts and that since monetary authoor'ties vary from country to country the lan-
guage was in general terms.
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rhe Netherland represen'al* I asked whether the language was intended
to exclude bransactiort with norn-rnc r Countries.

Mr. GoLlenroiser replied that the intention was merely to require coun-
tries to stay within the speciffed margln ir their transaction.

M4r. Tslarng roferrea the qLufetlon to the Drafting Committee and turned
to Section 2 on page 39, paragraph (a) which deals with maximumnn and minimum
rates for exchange transaltions.

Mr. Nlash of New Zealand questioned this phraseology and feared that the
wording implied the Fund had the right to fix rates as distinct from specifying
the range.

Mr. Cloidenwelser said that the intention was that the Fund merely fix
maximun and minimum points from parity, parity being determined in accordance
with other provisions.

Mr. Nash suggested this be referred to the Drafting Committee since
the wording was ambiguous. He agreed, he said, with the substance as explained
by Mr, £oiienweiser.

Mr. Carbo of Ecuador inquired whether it was possible to fix identical
perentages for all countries. He believed that the prescribed variation should
vary .

The Netheriand ropresentatvoe referred to the pelace in this section re-
gardrng the percentage of' variation. He believed the amount of variation should
be discussed.

Mr. Goldenweiseor said that the spread should take into consideration such
things as cost of transportation and other items which were included in the famil-
iar gold points under the old gold s'andard. He said that the range would be
determined for each ra'e within the prescribed range.

Mr. Tsiarn referred the question to the Drafting Committee. He then
took up Article IX, Alternative A. Section 3, paragraph (b), p. 39. The dis-
cussior turned to the last sentence of this paragraph which says, "A member
whose mornetary authorities in fact freely buy and sell gold within the prescribed
range, shall be deemed to be fuifi]ling this andertaking".

Mr. Goldenweiser explained that the country was under obligation to
see that its rates did rot vary beyond the allowed amount and that buying and
selling gold would be the more tsual method of accomplishing this.

The Peruvian represent.atlve said that some countries could not sell
gold but could merely sell foreign exchange.

Mr Tsoang referred this question to the Drafting Comnittee.

The (oimitee then cunsl~,'ed paragraph (c) of the same section which
deals with 'he obligation o' a member to prevent violation of exchange regulations
of other members,
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Mr. Goldenwelsor said t at ' e <itextion was fhat a country would agree
to attempt to cooperate and not to Ruevate violations of other members authorized
regulations, Legal technicalit.es ne sald, were involved and suggested that this
be referred to the Drafting Conml Lee. *his was done and the Committee was asked
to postpone its consideration oDi' tO paragraph untilL Committee 2 had completed
its consideration of matters reid ikg to this question.

The Committee then conaidered Article IX, Alternative A, Section 4,
(p.4o) which refers to the obligaetie no t io impose restrictions or current
transactions.

The Czechoslovak representative asked if there war anV attempt to define
the meaning of "current international transactions".

Mr. Goldeneiser replied that this was being Lone aolng with the prepara-
tion of definitions of other suble:!o' Considerable dlisoussion cok place as to
the precise nature of the exchange trol whi ih member <o:ries ooigated them-
selves to eliminate under this Sc Lot.

Mr. Varvaressos of (reece said ihat this sec' on did not prevent ex-
change control for purposes other hai cAreOt ttrans&c Ionr.

Professor Bobbins said thae thiere was confbsoue between the institu-
tion, exchange control, and policles o if' exchaage co.troe,

Mr. Nash of Ner Zea]nd se'irei qzat It be (¼e&t wy satei that control
of exchange was not vestei in the ha, de of an odtslie b Jy, Nel Zealand diesires
he said, to be able to conctrot rl typoe of echasge trasactio ns,

Professor Robbins saild hae 'Her wa£ nothing in the agreenent which
asked for the abanlonment ot' Ite A 2' _ ctrn exci'rge centre and il{; rcontrol of
capital transactions was pernmitteit

Mr. Karpinski of .olarnid reerre! to ;ic abseLene ti K e present draft
of earlie, provisions on t~]r q o k'.

Mr. Goldenweiser sail tile{ rct,4 tee Ž is 'a :;sslig tIie qluestion of
the rights to control capital mo,'emn, % and tihet there 1l a' tiilevsttandling that
control of capital movements remae.,is wiih ea; indiviTduai coun!ry. He suggested
that this question be referred to ( omm!rsston I with the request that there be
elucidation of the extent to rhich on roe may be exert sed. the uelstion would
then be referred back to this Cam' qtee or 'o Committee 2

Mr. Melville of Australia said that he felt it was clear that the in-
tention is to prevent restrictiors o' exoharge transactio~rs which interfere with
imports or with the payment of intteestt mwd dividents,

Mr. Tsiang referred this to Commission I.

The meeting adjoulrne,
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Disosnilo:n ir < otittee I of Abnornal War Balances

Delegate from India,

This proposal found place in earlier drafts of the scheme of internatlon-
at monetary pieran. and it was a feature to which the utmost importance was attached
by certain countries. That feature has now been omitted from the Joint Statement
and as far as I am aware there has been no explicit indication of the reasons for
omitting It. I have no doubts that those reasons were important. At the same
time it is impossible to exaggerate the importance which is attached to this
problem by the countries directly affected. Indeed it may be said that it is
d4ff,cult to curtcei-e how a monetary plan for post war international relations
can be drawn up w thout any attert ion whatever being paid to this extremely large
and urgert problem. We recotlnze that the problem nay have attained such dimen-
tions that it would not be susceptible of complete handling through the medium of
an intenational monetary plan of this kind. At the samn time it is difficult
to accept a complete exclusion from the scope of the plan of any provision what-
ever for fac!litating tbhe treatmentr of this problem, It is conceivable that
arrangements may oe mace - arrengenmnts of a bilateral nature which would im-
pinge on the operations of the Fund atd it may be urged that the Fund should be
include rovisions whitch would recognize arrangednts of that kind and enable some
advantage to be Laken of the existence of the Fund by the participants in such
arrangements,. I do not, think Mr, Chairman, that the subject could be completely
disposed of In the course of discussion In this committee as it is a matter of great
substantive importaace to the countries coucerned and therefore I merely confine
myself to satstnig the rnatire ,f tr1a proposal and the reasons for it.

Delegate from Egypt:

The Egyptitar deoegat tot ±as presented an amendmern similar to the one
presentrrod y the Tirlran delegation bu it was not presented in good time. It
reals as fojlios,

(Proposai real)

It Is aiml.ar *o the Indian proposal hblt t is more acceptable because the term
"1mut*laterati" wotld permit the youn'rle con>erned to deal in foreign currencies,
ani ii soeer to me thtt Ir te more acceptable. A dimilar resolution was adopted
by the monetary conference ne I In. Ca.] co iast April and was supported by the In-
dian deiegatior.,

Chal nnan

I am ipfonrec. iha) the amnndment of the Egyptian delegation is being
printed aid viii be Circuiated anotg members of the Comiittee as soon as printed.
Any further discussiorn o Alternaltie <?

Dr GoJdereiser:

Mr Chairman i am afraid i a takiin g too much of the Committee's time
but i behoovej me to some extent t, exp ain the origin of the various proposals
and of tfe changez In the first place I should like to say that I agree that
the matter is so fundamental]y lmportant that it is not likely to be disposed of
in the brief seassion of th's Commitee t oday. The delegate from Egypt referred to
the fa t thnai in ar earlier araft robilshe1 last year there was some reference
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about it. I am not at this momenr ir a position to say why it was inrluded
in the draft but I am in a postiicn Lc say why It was excluded from the
following draft. As the study of hits suject proceeded it becatme perlectly
clear that a machinery that was charged, with the duty of facilitating ex-
changes based on current rate in t.e post war world would have as much
a load to carry as any human Institution would be expected to carry and

if that new experimental machlnery wh!ih we hope to fashlon here were
to be loaded with the duty of helpig to pay off previously accumulated
indebtedness it would certainly have a much less prospect of success and

survival. As Sir Xra indicated, the amounts involved are so great
that they far exceed the entire operstion of the Fund. Tihe Fund could only
make very small inroots on that problem and might very eastily In the process
be robbed of its ability to serve those purposes. Pre-war indebtedlness and
indebtedness during the war present problems which need entirey different
treatment of adjustment of arrangement and not a question of current exchanges
which arise out of current rate which is the purpose of ttis Fund. I join
with Sir XXX, the gentleman from india. that with the ol of two views

on it, it would be best to have this section remain unacted upon even
tentatively because it would be best to :onsider whetner or not it would
fit into such plan as will evolve out of the other section of the Fulnd and
particularly out of the work of Committee 2 which It has with operations of
the Fund.

Delegate from Norway:

I think that this rather sertous stage by Dr. *;eienweser made

a certain impression on us a L. There li, i not be arnyone of us ,no wish
to add too heavy a burden to the FPii. But whet the idea originas iy had

its origin to give certain referer-,es in rnls draft to aJ] the blocked
balances and to war indebtedness i4 *as neeau4e those are, facts which are
found when the Fund begins to work and tri 'ertalr way there lght be
important arrangement which at the same time would be agrecat!e W o the Furi
and to the countries involved. Now, I ti irk it might be a :ay oul of this
dilemma to refer this question to Colmlueston i wr.hic has t o d< <itn recom-
mendations because that might be a re<o oi;lor roncerA:Ig It I queslion
taken by the corference -l thout it tLelg s.e'ssary to rInLUl ie in this
chapter arnd there is one reason more 4(/r tnis - fnerit we 0o, formuiaite the

policies and purposes of the Fun' ;e gi-'e a funryianentai a ia hnin may be
in effect for hundreds of years wniLe trese Llocked ralac es and leormul war
indebtedness I hope vill not be Piti us Lot iolng, I will, therefore, suggest
that this question be referred to 'omniissio1 ' for the recomred4ation

'ormmri tee
that this be considered in a most ser<ouc way.

Chairman:

In connection with the sugg-is or by tne member from Norway i
would like to call attention to the fact that Committee i Ls a ,onsti lent
part of Conmission I_ The proper prYccedLre would be to report to Com>
mission 1 with the suggesLion that rh> section mlght te referrei to
Comrmission No, 3, Whether Conmmisosion wi be will ing or not to refer
this matter to Commission 3 is up to Commission No i. That is a matter
of procedure. The main suggestion is that this Alternative G might be
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referred to Commisslon No, i. Delegaie from France:

Mr. Chairman, it is mgy impressilon that any suggestion mentiorid

to facilitate the serettemnt of aLo>•rtmai indebtedness, whether arising out

of the war or other purposes, is zxt se purpose of the Fund. The Fund
is established for current buslttss anid wil have sufficIent opportunity

if It gets stuck with its loans to nave abnornnai indebtedness to deal with,
but it shoild not start with abnormal indebtedness. Therefore, I agree
with the suggestion to be proposed to Commission No. 1 to refer it to

another orgailzalon.

Delegate from the UJ1 led Kingdom;

Perhaps I should say one or two words making clear the United

Kirngdom's position. We agree iltn the vIew which was taken by the

deiegate from India in his very temperate remarks that this is a most

importast protlem. We are auirmous Lo find a solarion o this problem

but we are not able to agree with you that this is a problem which it
would be right to refer to the Fund. We agree with the admirable remarks

male by Dr. }oidenwelser that ii woutid be an unfortunate thing if the Fund
whijh is realed to fa.;l itsae urrert business were to start on its

career wa eriogge4 w<th the stupenious heritage of the past. We believe
that thls is a itlr ,em whith ra: best be settljed by discussions between

crediors and le)tors &nd for *hae reason we should no! ourselves be ready

to slport ilts reference ,o any part of this Conference.

Delegate fvm Bra,mli

if We do t&ke in]tC a. ,'. i tn present purposes of this Fund and
thei FI S Žs argiery basel uqon fa, il.1 es for paymoert between countries for
goodS i ![ it roi e iltneltatle !hat -ouintres meet the war conmitments
wjiA hate t lean frther o i tile Pxr4i sad use the Fund more, so it is
trneitarty teli luj &th war dlets ahoighl I am in accord with Dr. Goldenweiser
that we righ Jeparlite tne good <ork %hat >ould be lone in this field by

aiding a oneor plrpooe - e it lis Ui;e iaie that courtries having war
Ujebtpe vIss wi,] hatea ei 'heir tra satA<tios with this Funrl affected by
the elenir rf o heir Itleetlaones aI haitig ito meet its needs - and yet I
agree nalt 1' A d.i te idair 1o the Fort t> ire tde the load, of war.

Chal rme

in tiere a& J fsrtenr iri t ssorn ? in iew of the opinions expressed
a+ thbi- PoL' it seems t( me to Le proper o sugagest that this Committee
refer this m15.!ter ,o Conrmissio:± I :ithuu, any suggestion as to its future
ea, In:gi Wlit that le at;eptai ae i) you all?

De iegae frim .atemala:

It is TV beief thnat ~t di be necessary to take the matter of this
imporlan' q§estioi in some of the loumnrlssilons of the Conference ain it seems
that If this ycnr±I:tee only referre -II its ow- Comission the matter wihtout
any conromen.t proratly woull not be Treatea fairly, As very well stated by
Dr. oideawelaer and k#, o!oert ge I email who has spoken before me the war
tndebtenldezs is a problem reaiixy oonle- ei with the matter we are dealing too
but 1+ Is eY tirely agree, " seemi me triat Inclusion of this mtter in the
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purposes of the Fund will really re a iarger for the correct finctioninrng of
the Fund. For this reason it seems io be advisable that the Conferer,'e will
deal with the matter but entirely ostide of t;e Furd and perhaps in this
connection it would be advisaole lvat the Cormiittee refer to the Commission
as Mr. Chairman suggested, but sisggeti;Žg at the time atha this quesaizon be
turned to Commission No. 3 which is supposed to take into conoideration all
the other financial measures which <ouid be necessary for the post war
arrangements.

Delegate from the United States:

I move that the Cormmittee adjourn.

The Chairnman:

A motion is made that we adtour, but before we adjourn I want
to annmounce - this miornirng you remember it was moved and passed that we
have a drafting coaittee. I appoint - I ask the following deiegations
to furnish members for the drafting comittee - Australia, Brazil,
Czechoslovakia, United Kingdom and the United States of America. The
reporting member and the secretary have the right to appear with other
members of the Cornittee. Any dolegation whose proposai is referred to
the drafting committee may send somelody to appear before the Committee
to explain its proposal. This Committee wil meet tonight at 9 o'clock
in Room A and the member from the United States will be the chainran of
the Comittee, I wish also to call attention to this fact, thaF we have
almost finished articte 1 and tue six sections bui -iiL yo I please no t i ce
Alternative A - there is a stight modification in language. The purposes
of the International Monetary Fund are, (etc. as read).
"The Fund shall be guided in all its decisiorw by the purposes set forth
above.' Now if the ccmittee has no obje t on I will ask the draftini com-
mittee to consider this sentence.

Delegate from India:

I understand the drafting coxraittee is cornside'imr A teruatlve C
on page LB. Is India delegation to send one represerntative?

The Chairman:

I have already discussed thls. - Yes.

AdJourned,
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L. Hendershott.

I feel some doubt if I 'ouid be able to participate in the scheme
where the Directors are not esserti;aly on account of the difflculty
of distance, I think it can be pari :uLariy difficult as mentioned by
Mr. L , namely the consideration within two days on the applica-
tion of a member cotntry who vary the rate of exchange by ten peroent. I find
it difficult to see how the General Manager can anticipate this and get the
information in time to the Executive Director representing India at the head-
quarters of the Fund. It is true that the scheme of alternatives may man
a difficulty but I thlnk it would be preferable to have the Executive Directors
in reslieice at the headquarters of the Furl and that it eould be said for the
suggestior, hat t hese Exe-.utlve D V-tVtrs need not necessarily be either the
Go;errors or Mheir AL ternates, as the representative from tihe United Kingdom
sald, 'nat I soud give us a wider fled of experience on which to draw.

Delegate from is reiogizeled:

May I ask you for a few minutes to explain the tatter of permanent
restdnce. lenerally, E think that ever In the earlier stages the urgent
decision shouid be an ea eptioln for the following reason: Whether it
applies to tCe ten per cent conslderation or the 25 per cent excess, or the
diffioul ty of exhangre rcolttl o'0e0 borrowirg, I cannot very well conceive
that If the Fnad's business is run It the way it should be run that these
things would happen, over night, I carruot very well conceive that a country

ithat s r> ±itfg its qusateso wel wrnuid o ner night find itself faced with
the necessity of getvtlg more thaso per crert of its quota. Exceptional
cases migbh arise, tet espectal } ' e<n orth the Fund and the country are
runiLg their bust 0 -s we they ohouLd generatly see a little ahead and
everybody knows, *ho has ; see al tese sort of deelopnments, and it is
exactly when you nhae peopne vao are sakriig part in the monetary life of
thefir nzre tc that they pes thnem oming.

ow, one *ai ifenU lJO n at -n the earlier stages there would be
so much xo be tr'uwsed btha a meo] !iy metitng would not be enough. Now
what i thtnk importea t here is that a co tvrioous residence should not be
forsel upon the rurid enau e if yov ta, t about contvnuous residence it is
qaite tmpossit e that the man who in a Director should have some sort of
funrtloar it his own coln.:-y. Wh1aL 'oud be a much more sensible solution,
an-i welcome to atjboly par tiipatine% s tYat many of the people who were
Directors of' te Funlr weore peopte ;no had all their time available for the
Fund ut wojvt at' the same time be a respoansibie position in their own
couy trV The major eenitra busIless otna haVe, during the early periods
after tee war, one of the Direto's coii be a Deputy Governor who had given
most of his tim e to tae t ±liness, ald I :on't see any objection to this
man beilag at heatquarters all the time, but I would not force the Fund into
a sittatlo:r 'here te rma: a i;ng[ to be in residence there could not possibly
oe a Slecia] Deputy ;enerai of lts sape lta bank. I don t see any use in
putting so sl ri- ty Iin ,he siatunes that eoerL when times becooe mor
normal - i won d not be more necessary T- That is the only explanation
beoadse7 -iseems TO Le the mpr eosio that if you do not have the forced
residence it n u>~ oe Anpoiislb ] to give important decisions. Continuous
residence is iot aiwayr, a garantee for Dig decisions
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CHAIRMANI: The delegase frtvr Belgium, Mr. Gut tL, has the floor.

M. GUT'T: We are going tc adjourn in a few minutes, but before
that I think it would be necessary for us to know exactly where we sta d.
We have been lately discussing the statubes of Executive Directors. We
have teen discussing their personatity and whether they would have to have
a permanent residence. I am leaning in that regard on the side of the
delegate for the Netherlands and for the United Kingdom, but this was
part of the discussion of the beginning of Alternative A and Alternative B.
And in the regard I want to refer to tihe motion of the delegate for Canada.
Those two beginnings on A and B include several questions. raise several
issues emongst them for preliminary ---- that is so the number of delegates,
the number of permanent delegates -- the way in which the nunaoer of
penrmanent delegates are to be elected smid possibly the way tn which they
are going to vote. In that regard there has been two motions, as far as
I understand, one which I supported comirng from the delegate from Canada
asking that this matter be postponed antil the questions are reported. The
second coming fram the melegate, and proposing that this question
be referred to a sub-Committee which would have to get in touch with the
Committee for quotas and report visen we are better posted about the work.
But I would like to know which of these wayg is chosen

THE SECRETARyP : Gentlemen, not a i delegations have given Lhe
names of their principle delegate ad cou;try to the Secretariat. As
I understand it the Cormission will probably meet tomorrow morning and
there will therefore not be a mee 1:g of this Commi tee Wl I you want
a meeting at 4 o'clock tomorrow afternoo u - therefore the Conittee will
meRt at 4 o'clock tomorrow afternooE: tn cont:inuation-

CHAIRMAN: The sessior ia adjoaneid.
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July 3.

Committee 2 of ComniBsion I

Convened at 11230 A.M.

DeLegate Maletin of Union of Soviet Socialist Republics
presided until appointment of Vice Chairman,
Delegate Mackintosh of Canada.

MR. MACKINTOSH: As the Chairman said, the assignment of this
connittee is concerned with section 3 and the following sections of the
Joint statements and the conmittee document 1. The first question to be
considered by tie connittee is the sale of exchange. You will find
material has been prepared by the secretariat on pages 5 to 7 of the
documant F-i, This material covers section 3, provision 1, 2 and 3 of
the joint statemient of principles. If it is agreeable to the committee
I would propose that we proceed wi'th the discussion of the document F-l,
section by section, The first section of the document for the first
section of the joint staterment there is an alternative (a) suggestion.
The origiinal statement '"Member countries shall deal with funds" etc.
(balance of statement read) -- is replaced by a slightly revised statement
(statement read). The second sentence of the joint statement, we are told,
is to be dealt with elsewhere in the document, Is themr any discussion of
that pure an formal change in wording? Would you propose an alternative
wording?

Delegate from Cuba: I do suggest that at the beginning of the
paragraph the phrase "except as otherwise provided" should be introduced
so that made the other way "For further discusslon" alternative (a) page
8 'borrow such currency within that country from some other source" and the
phrase "except as othersie provided" would permit the discussion of this
alternative without modifying substantially the clause which has been proposed.

Mr. Mackintosh: I would suggest it would probably be better in
dealing with alternative (a) on page 8 - Having dealt with it we might
then come back to this clause. if there is any consequential amendmnt
that woulc have to be made. Is there any other discussion or is it your
wish we should pass on to section 2, Under section 2 you have very sub-
stantial amendments in alternative (a) and additional amenndmants in
alternative (c) and (b). The meeting is open for discussion of proposals
on section 2.

Delegate from United States - Brown:

Alternative (a) which has been proposed by tie United States after
some discussion is designed to clarify aid state the position of the United
States of America in regard to the sections of tbe joint statement 2 (a),
(b), (s) and (d). I think everybody here realizes that this is one of the
most important sections of the joint statement. The statement as it
appears in the Joint statement of principles by itself is not sufficient
and thai the statement in the joint principle represents the conpromise
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between two points of view. a c(}nn romnie, rnich I think everybody hero
realizes is necessary and esiraeie. On the one hand everybody agrees that
the countries must have access to tne Funi, The question is how far that
right of access is an absolute rilL. HEo far. perhaps I should say, a
privilege. The American Delegati, of the United States oft America
recognizes very clearly the diffiou. ties of the problem. They feel the
right of access to the Funid is the right of access - must be the right
of access subject to conditions, The Fund mast in extremne cases and
under certain circumstances have a rint lo point out the rondltions that
are violated and have some discretlor, in refusing. The right of access
to deal is primarily a right and rot a privilege Regardin:g this section,
we provided this provisionr in order to give us all the aid attempting
to state the right to the conlitionrs m'iner which that rilq should be
exercised. I do not know how the Chlairman wili go on with tie discussion.
I think the discussion will, however, begin witr the ven, first clause and
it will probably continue asd the separate clau'ae, will be taken up one
by one,

Mr. Mackintosh: This is a highty technical section of the
document - I refer to the stateme! of the representative of the United
States - Alternative (a) represent to some degree a ceoprr,mise lhich when
used - I note that in conditiot 2 of altoernative (a) - shait I state
it this way - I note that we yave alt ernat!ve (a) which CLas some conditions
and some rewording of the joint statemenl You have a so (b), (c) and (d).
(b) and (d) are conditions to aiter f:Isa, partircuarty catuse (c) of the
section. Is it agreeable to the ovmllrtee that we shnlod p-o eel to dis-
cuss this clause by clause or is < toetter to Miscus secton[ 2 as a whole.
If there Is no objectior, I sugges' <e proceed 'i4h a %is're s onr of cause
by clause, I note that with respect to 2(a) of 'he Jint statemenr wich

is rewritten as 2 ([) of alternative a tar there as no alternative
offered to that particular clause. i: there any further lisrusslon or
explanations which any delegate caes to offer on sec-lon 6I) as an
alternative. Section 2(2) then - There are Alerrnatt;e (c}, (c) ard (d).
I suggest we discuss 2(2) taki:n the aiteratr ;es lv the or:ir in hbich
they appear il the louosent.

Delegate from

My I suggest tha4 seertie 2{. of D i' e American pr- posal be
reserved uLtil we come to the discussion of' scare currency and then come
back to iA and proceed to 2(3) which Is rne same as 2( ii the original
documen t.

Mr. Mackintosh: I take trat to be agreeable to the committee.
I am sorry I misstated the situat o:, before. The cJause to which there
are a number of alternative is Ciause () of the joint statement of wich
there is a(ternative (a) anuner 2 l), terna v'e On) aiternative (o)
and (d). We are open for discussion o0 !Thause Ž(c) &al the ,arious
alternatives proposed to it.

Delegate from Fran e
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Mr. Chairman, is it better to discuss now the anendnent (d) or
first to discuss the other anendments?

Mr, Mackintosh: I suggest we might discuss them in order -
a, b, o aad d.

Delegate from Australia.

Mr. Chairman, alternative (b) was proposed by Australia because
we felt the limitations on the use of the Fund as contained in the Joint
statement and as retaired in 2(3) do not provide sufficient elasticity
In the case of marny countries. Certainly in the case of agricultural
countriea or con-tries produirqng a narrow range of raw material and food
stuffs. Their balan;e of paymnts are subjlected from time to time to
very great dlsturbances. The priceso of raw materials are notoriously
subject to variations and when they fall temporarily the countries
affec t ed cannot avoid heavy deficits in their balance of payments. We
appreciate, of course, that this Fund Is intended to provide countries
with working balances that they draw out in some years. They are expected
to pay back in other years of others. Of course, if the proposal we put
forward is adopted or alternative (1) is adopted it would be perfectly
satisfactory as far as we are con erned. We know, of course, that i'
tWere is a great deal of liberty permitted to a country than to that
extent it will be piedged subseQLemtly to pay back to the Fund a larger
amount but we feel that for a nrmber of countries this greater degree
of elasticity is essevtial. It s diffiuit to dIsBCLSS this with the
absence of a figAre for quotas bu' whatever the quotas will be, Bom
greater degree of elastitiy viE be neoedd. Of course it is true that
the Fw'J can any t me waive the reztrlt tions but the lenders use of the
resources of the Fund - But that would mean, certainly in the case of
Australia, that every few years we shoud have to apply to the Fund for
peranissio. to make further use of its resources than was automatically
provided by the Funi unier tne eoastitutlon of the Fund and that, I
suggest, wouid r;t tie a satisfactory position for any goverrnment or any
essent la, b&k !o find -tse f ir I wouid continually be uncertain
whether resourees reefed to mret a temporary disturbance in its balance
of payments 'ould bhe azailabl e to the rund. It would have to apply to
the Funld for permlssion to use morey atZ comply to the conditions laid
down by the Flnd. Now we suggest that some greater degree of elasticity
is essentiai to the coveran' as provited in (b) and (d) wording of the
Fund.

Mr, Ma klilosh I tilnk It wolid assist in the discussion
at this point if tie delegate oI the French Committee would explain
alternative (d) whicr, Is directed to the same point which, as I uner-
stead It, ts a siightiy Ilfferent method from that proposed by the
Australian de Jegate.

French Delegate:

I 41sh to state that the purpose of amendtent (d) is as much
to the interest of the Fund as in the inteeest of tie countries which
wlsh lo sake use oi the resources of the Fund, In the present draft
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of clause 2(c) a country has ue< to use the resources of the
Fund in a regular tray even though x s to: met {he speolfI, require-
ments. The reason is that if a coan-'-. does io: use during the
first period of t2 months then urITg eno scecond atA third year the
country may not be able to retain the t)tal resources which the country
thus loing should be entitled to so atRI the Lack of possible carryover
will have the probable effect to lr'rease the amounrt of curren::ies which
the Ftunl wit hoid -- The reply to this argument may, of crurse, be that
countries are not entitled to appeal tie te resources of rne Foud
except for current Durposes. Buti there are a niiner of Case, ownere a
country might think that if it wouli hate a possiblhtiy ? ,.talning
the resources which it would require i: the future ttat i w d not
for the present time appeal to 'he Fuxd so that a provtsleio ' i, rry-
over is something which is very ilmporanr:. in rhe mendrment w'ich jrs
been suggested, amendzient (i), there are two poilrts, There is a point
of principal. -- Whether a carry-o er wovli be acceptable to otrrs -
the ~ond point of the issue ls the roe.clfir figures vlh ½h have been
mentionel, On the matter of Qie speifac figires. If those figures are
considered to be not quite apprapr ate P would be uite feavorable the
French delegatlon would be pleasod t o re, se tnose Ii' ires if' The
majority of the delegates wouild t r k those figures linappr>priate -
but on the question of the prln;!p e, think I is in tie inierest of
the Fund of accepting that princi; e,. I would 'not ilks to mention a
very smaii point which I have a reaay nrwxtioned h" AianrlV City thiat
we do not need any more which eltnoe, co(l is Vies the v; riing or confuses
the merling. Thank you

Mr. Mackirtnrsih Is thie!'> a.~ lurs rr Js amslot?

Delegate from Norwaf

I beg to share that the porioosa, of tne Fre.;ch dsiegate - I
think that, the prltciple ii jo> t. Aiterrtaive (i i> m:r octter
reading. The French deiegate han a reano for'airlea <.e arn:flts trwhich
I think,. The ,ort csf -he ,lov-t statsnnsv pornays m1nt be ijust ---

Rlssia's desegate:

I believe thai toe suggeso or poroposse as spp emeoe (i) by the
French de egation is a pracrtical propose whln t rproves he using of the
resources of the Fund. I th lrk 1ntl rroja.: ssee pr, osae tyi a il the
needs of such f ountrtes ac e heari rot !e Delegate '4 Austrai a are
made for the reason of ronsiderab I e e rai f L? !rei: baian e of paynts
anJd credits -- From the other ide i thin tn his suggestionr Iro;s that the
countries will borro* more freeiy, 1 morte Libera, y use the resources
of the FiMd when they aciually nLeei that The proposal ij +he Joint
staterin; is of seah harac:ter +hat aI n iara ,jaoe tnhe o 'ries to use
their maximum possibillties i, hoe Furl an! also in these, ases bhen they
don't actually reed larger resour-ces r, ausure terem against the futrue
needs. Therefore I think tea& iI woad be appropriale to support the
suggestion made by tte French debegat!';r



42

Mr. Mackintosh: I am of the opinion that the clause on page 3
of the Joint statement by which the Fund can use its discretion to waive
conditions provides sufficient elasticity and would take care of the needs
of agricultural countries as the delegate from Australia suggested. ---

Delegate from Brazil:

Mr. Chairman there are two questions it seems to me in the
suggestion made by the French delegation, one which is less important
and which refers to the figures and the other which is more important
which refers to the principle which is the carry-over principle. The
Brazilian delegation considers it an open question to examine the question
of the f gures but wishes to give its support to the principle of the carry-
over In the type of manner that it be applied in the best interest of the
Fund.

Delegate from United States:

I shall speak only on the point that was raised by the Australian
delegate. I believe that point has really been answered by others who have
called attention to the waiver provisions. The 25% a year limitation is
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COKTITEE 2 OF COMMISSION I

Atl* uorzil

July 4 :]94 U30 p0im.

CHAIR: The Comittee will come to order, The Secretary will
call roll.

SECRETARPY: Australia; Beigltnm; Bolivia (absen ': Brazil
(absent); Canada; Chile; China; Colombia; Cowa Pica; Ctiro; ° echoslovakia;
Dominican Republic; Ecuador; Egnt (absen'); El Salvador; E f )ina; French
Couittee of National Liberation; Greeoe; ;aatemata (absent); Baiti (absent);
Honduras (absent); Iceland; India; Ira, ; Iraq; Liberia (absent); Luxiembourg
(absent); Mexico; Netherlands; New Zealand; Nlcaragaa; Norway (absent);
Parniama; Paraguay (absent); Peru; PhJ ppi:e Coomonweai ti; Poland; Union of
South Africa; USSR; UK; US; Uruguay; VooeZiueia; Yugoslavtia

CHAIR: Before tLurniIng to !he agenda there are one or two
matters on whnich I would like to say a word. In the firsl place, the
Acting Chairman was at more than one lisadvantage this mornlig in not
knowing what if any effect this microphone had on his <mice and I would
be very glad if the members of tle i-n1l0 tee would inform ne if at any
time I cannot be heard. In the se:ond pJface, there were certain questions
of procedure raisei at, the end of irs morn:rng's sessior on ;I]ich I think
we should have some discusslon and a leetiog of mines it has bee, under-
stood through earlier conferen:ces, tihe heals of' delegations t hat committees
would not proceed to foxmal votinr but that 'hey snouib vse ewery eaflS
to try and reach agreement to clear as many of the prob!emo as possible
before reporting differences to 4the fortnlssior. I take it ni is the wish
of the conmittee to follow procedhires whi h li1 auhleloe ?hat as far as
possible. One practice which has ee'- seveyoped in otner nrnmitlees
which I think migat be cornsldre4 >j tl[t horinttee as [o & thorize tile
Chair to appoiv4 a smail dr'aftur i tqiiee to shlnri mi'ht be referred
proposed charges which do niot lr'¥o], ; ha:tgeJ ll sLustaioe arid, Becondly,
points or which it is [he vimo of the (hair with the oomcurrenco or at
the saggestion of the committee, poiunts of wnl'-zh t is tlit) * that the
real differences car be adins ie an an acv onrnoiation reachea in a re-
wording of the Alternatise. 1+ would not be pnart of swh a proposal> I
would think. that we would burde: a l alirg onmmittee tIh questions
on which there were real and fi]e.tin d iifife-rences of optnio':. Further
in the matter of procedire I think thai we might proceed "y Lavhng the
Chair take Alternative steps ,foiLowing a liscusslon, or in the divert ?
of d'soussion. the Cha r might weJ stdate that there seems to be a
consensus of opinion and in livert of any objection the report£ng delegate
would so report, If there are objec ions cn tot are not he! d by many
representatives but o:wly a few, it woutd be open to the Chair, to say Erat

if so desired those objections couid be recorded by the reporting delegate.
Where on, the evidence of the disc<alsimo or oni the stared objectives of
members of the conmittee it is apparer, that there are rPai an substantial
differences of opinion wnich have not been reconcilld,1 the Chair should
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state tn its viev there are cich 'fferences and the reporting delegate
should so report them to the commisslon unless theie is any suggestion
from the Committee as to means by whitcn the differences might be reeon-
ciled, either by consultation amnorg elegations, by apointment of special
subcormnittee, or by any other device \ifch members of the courittee care
to suggest. The Chair will always be open to suggestions for any step
which will avoid stating differences unnecessarily. Though I make those
suggestions from the Chair I would welcome any brief discussion of them
if there is a accord for them, I would entertain a motion for the drafting
committee,.

NETHERLANDS: Mr. Chainan, the meeting this morning was
especially to take sure that procedures should be followed •he member
stated also that dilscussions shouli be postponed and the procedure pre-
sented by the Chair was practical7,

UNION OF SOUTH AFRICA: I have only one comment to make on
your ex:elLent suggestion sod that is the name of the body to which you
propose that these verbal questions should be referred. Looking ahead
I think there is some silght danger of misunderstanding if we think of
this small body as a irafting oomittee, It seems likely, sooner or later,
if things go wetl. with us, all these conclusions which these committees
and commissions arrive at wil have +o be looked over by lawyers to see
that they make sense and are conslstent. These things have already been
through a drafting committee and therefore sacred. The sort of committee
I be leve you nave in mbld is a conmit tee on language, call it an asterisk
commiittee bec-atle it is the asteLrisk paragraph referred to.

CHAIR: is there any motion for the appointment of an asterisk
commit tee?

SOUTH APRI`A I propo'e --

NETHERLADSS Secon4,

CHAIR. I . as been proposed by the representative of South
Africa anr secondeda by the represer tattle of Netherlands that a conmmittee
be appointel, I take it a iommi tee named by the Chair to deal with the
changes In worilng of 't e various proposals particularly those paragraph
proposals whicnr. are varkel by a, asterisk, we can call it, if you wish,

a "wording ,omittee" or we carn cnl it simply a drafting coomittee.

MEMBER: Gramtical rotmIttee

CHAIR. is there any dIsrUSSlon of the proposals? If there is
no obletor, i itak hat It Is agreed that the Chairman should appoint
such a smali onomlttee for this purpose. It is so ordered, Is there any
further iscussion? Is9 there any drscussion on the remarks which the
Chalrman made wt i respect to procedure? If not, we might turn to the
agenda, May I say J.st a word on dhe discussion this morning. I am



afraid that I did not make clear that It -as in respect to the alternatives
proposed by the Australian delegat ntL and the Delegatiori of ure Fronch
Cormittee that it appeared clear to The Chair that there were wide dif-
ferences of opinion firmly held anid mnat it 4as not possible in the discus-
sion in this committee to reach e-y recncillatPon of them. I did not
wish to close off the discussion but the view seemed to me on both sides
to have been fully stated and at the time of the adourrsent no progress
was being made in any reconciliation of those views so that I cculd have
taken it as a result of this morniings discussion that the differences in
view would be fully recommended by the reporting delega'e.

The next item on the document which we have -e3' e us was
paragraph 4 of section 2 to replace in part paragraph b of section 2
of the joint statement. ()

NEW ZEALAND: Mr. Chairman, nay I raise a question arlszng out
of 2, before we pass away from it. This quest on was noi discursed this
morning, In the joint statement the change is eontaineai then also in the
alternative paragraph 2a (Reads paragraph 2a or page 6) - the words
"member represents that", I am not sure whether those words are set there
for a full purpose or whether it is in the drafting. It Is intended that
it should be an open ? fund or is the Fumd to have any say in the question
whether that currency is, as a matter of fact. required as the member
represents it.

CHAIR: My own understanding is tat, the oris are of substance
but if wny member of the commonttee wsheds to explala the ~ words further I
would be glad.

BROWN (US): Mr. Chairman, the statement of pricIpies used the
words "the member represents that thne curerlcy demade4 Ls presentiy needed
to make paymtents...." The same iangtage 1s cont nuei 'itthot any change
except to add the words "of currency" and tle insertion of 'he words
"provisions of this agreement" as I tried to explair today We all
realize that a country has a right of access to this fund ard if The fund
isn't (is inclined ?) to go broke in short order that r got htas got to be
condltiotal. The representation Is mame that unless it is obvious that
the currency is demanded for some other pr-pose it would be necessary that
the Fund accept a representation. I should iragrine, adthough I should hope
it would never arise in the civiliizel rnatons. Sometimes under a government,
not in effect, a representation waould io made which would be so flagrant
and false the Fund, on its face. would see that it was false and in suich case
I should say that the Fund would either have to say that the representation
was false, I can scarcely imagine such a case arising, If however, a
nation that made false representation regarding money, it might be the
ground for the Fund, the next time the nation cane to the Fund, to make
a very careful investigation. We are faced. with the fundtentai diffitulties
of reconciling the extreme idea of absoiute and complete right w thirot
restriction and the other idea of comity to this Fund as the privte ge
similar to a broker going to a prIlvate bans. It is possfie ,to accept
either of those theories and we think this language Is the right sqb.ect
and condition to represent tne best compromise possible bet gee> the two.
I tried to explain that.



CtIR: Does tha' sno Wa

MEMBER: The contras~ bet'een this particular draft which puts
the Judgment on wnat are the purposes of the Fund. in the hans of the
members and other portlons in the ,ex v where are such words as "other
expressions of the oplnion of the i&'? This is neglect 7 of the moment,
the only case where the judge of the purpose is noL the Fund but the
member. And that is why it struak me that possibly it may not be the
intention to make an exception in this particular case. What is the
general rule ? i myself .ould feel that the text would be a very much
more closely ihorn: one and a more direc oe if the 5ordlng here suggest
that he read naesage begni-I:s with "currency demand at least,...7

NETHERLANDS i thinkr, ? 1i my say so, we have good reason in
tht< R peart far case for Oxercizii ? the dliscretion of the member. If

einphasitlng
these n'1ri S &re to be of'l real help omfort to the nations concerned,
it is surlyt recessary that on occtoasi ttey should be exercised very
quickty ati tha, a ce: ratt bark wainh is goling to use these rights should
be abhie to oree't I!s d4eibari or LOe Fund and expect them to be honored
at very shoart rotice, and inmropVate.y It mustn't be left in doubt as
to Wohether it IL goig to ne kept dr doubt days, weeks or months, waiting
for its morley ghie an arglment takn,< prace and their wondering whether
the money Is rea ly eieded or o r r.rulnk that is in itself sufficient
reason for the slight dif:eenoe i emphasals whlchb the delegate from
Sonbh Af r-L' as nepolntei oit. There are, of course, elsewheD9 in this
a£OlcIrne< po is>'»'Y fy 'l zi fur get :s olaT back Dy a
if a nesrine s, -L cl t I tne n: t of teba tnr g Improperly, fagrantly or
dishlonrestiy, i :i ,, <i e beter to Leave it at that and place
Lthe emp:[aflss here .<h is i it ir; t.he abt i 'y of the member i. this

case to gL Lre mu:le qru .• y : CSi 34[ represen t ation that he is
ev tjled o If

.HAIR: I 'r;nk th, acs -e are here to answer a question and not
seoper a do3is :s r o, a latse t nq has beer accepted tis morning that

tnat pr(oat y meets ie qestl n t ie representative of South Africa.

SO=TH AFRICA: I Iri £ nw qilesioni the matter ay more, sir.

[LALI: ~wl -'eferer-ce 0e Aeferrmtlie A, section 2, paragraph 4,
yoru w'! J *-e .a rhalige tha has teea maoe from the Joint Statemnt is
that tio rfe r-e1l U, susl)a'qllo, h.;t treek ralsferref to a later section --
a newh s+e o -. a*d >nrt .hat is el 'orti .in section 4, Alternative A,
adgs imol L r, f s:ibstanre. Onr thai bauss the oormnittee may be willing to
agree 0o /e1to oiDn:usslog the proposed rne section 3 which contains
the suh>tar,{e oof ne changes Is the cor=Inntee agreed to that suggestion.
I take t tta' ! :s areet.

I'Xo io tr e ai c li A terittive A, a sentence added following
the rn lumfrqi raragrophs. The f'rst sentence wv;ch is changed in only very
s Igrxt i·a t; "Pne F'~ri msty, i ; i t ilscretlon, and on terms which safe-
guard It in'Lteres t s, <talie 7 o0 tese sit oofellins Added, "In sIcial
01rf Tmsntaloesn wer- the Fpnd r-oa dersa It necessary, it may require



collateral security as a condition of suich waiver. Is there any dci.cuass!on of
that proposal? If there is no discussion may we take it as agreed that those
sentences of Alternative A are acceptable ro the commrittee? Agreed

CHAIR: (cont'd): The next proposal is under Alternative A and is for
the addition of a wholly new paragraph, numbered here section 2a. "Conditions
Governing Purchases for Capital Transfers". It reads that (reads 2a,
pages 6a and 7). I take it the footnote indicates some uncertainty as to the
correct percentage to insert in the last place and some willingness to adjust-
ment. I would ask the delegation responsible for the proposal to explain it
further.

CANADA: Mr. Chairman, this proposal is designec le enable the
countries which have not been net purchasers of exchange from the Fund. Those
countries which have not used the Pond's resources, to buy exchange from the
Fund for any purpose including a capital transfer. I take it there is general
agreement that the primary purpose of the resources of tie Fund is to facilitate
current account transactions, This is stated by implication at several points
in the Joint statement and it is stated explicitly in V, paragraph I of the
printed text which reads: 'A member counltry may not use the Fund's resources
to meet a large or sustained outflow of capital, and the Fund may require a
member country to exercise controls to prevent ouch use of the resources of
the Fund." I think that it could aso be argued that it is stated by implica-
tion ir paragraph 3, 2a of the prtinted booklet which reads (here reads that
containea on p.2 of the Joint statement of epterts on establishment of the
International Monetary Fund). Site the purpose most reievant in this cormection
is purpose 5 on page 2 (reads this). I think that it is beyorii dispute,
Mr. Chairman, that the main purpose of +he resources l} the Fund is to facilitate
current transactions but it has appeared to some of as who nave studied this
problem, the problem of the restrictlons that should be piaced on the access
of creditor countries to the Fund, that so long as a couritr is not making net
use of the Fund's resources that is to say in terms of this doclument so long as
the Fvmd's holdings of the currency of a member are not Less than 75 percent of
the quota of that member, there is no disadvantage and on the contrary an ad-
vantage in allowing such a mamber to purchase exchange from the Fund for any
purpose including capital transfers on certain 0onditions an, sutject to certain
safeguards. If a country's currency is heidi by the Fund in amounts under 75
percent of its quota, that country -- I think we can take the hypothesis -- is
a creditor country with a favorable balance of payiments or. . rrent account.
Anything that that country can do to increase the world sappiy of its currency
Is to the general advantage of the commnulnty. There therefore appears to be no
reason subJect to qualification which I snaLi introduce iater, viy that country
should not buy exchange from the Fund for capital purposes. If it does, in
other words, why it should not be abie to use mechanism of the Fund to lend
abroad. If it lends abroad, outside the mechanism of the Fund, there is no
positive assurance that the domestic currency which it places at the disposal
of the rest of the world will find its way In whole or even in part inro the
coffers of the Fund. That will depend. om the situation of the countr ies to whom
the loan is being made. Therefore the urkdrlying thought in this proposal is
that the countries which have not lsed the resources of the Fund sheuid rot be
used for capital purposes. Obvious /y, it woruld be agaTrst the
general interest if countries, as a result of purchasing ecihange from the
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Fund Io, 0a9plrpoi potes prezlr e: in any degree a scarcity in the Fund's
helding of' tle cw'rs: y which ar e ;jg required, that would be contrary to
the interost: of' the omnmrty as a wno.e as vell as contrary to the interests
of the ctuntry wnose orurenoy is icern required under the circumstances. That
epaXlinS the proviso a- the end tia this prooei';re must not reduce the Fund's
curmency prcnasees belo w 5 per etn of the quota of the member whose currency
is pur-hased, The Cnalrja has referred to the three figures mentioned in the
footnote at tie rcottL of T.le paragraph and they do Indicate, indeed, a certain
fiexibl iity of rmlA as t<o the precise f!gure to be inserted, My own view, the
figure shouid Le ilke (6 perrext:, Wniat 'e warnTwi t avoli is a country which is
irt tlati s ~ch a purchase of curren .hy -iP ! than its oa: in the Fund. This
proslieo hoeiov-r n ta{he Py ii's holit>-g of such a currerv2 ndst remain below

7% poe'er over a s x-f s avoeae io;u e bevel, so than hy the ttme the
coowr[t r ~ u' iilze thait r[gil l;e PF.a's holingls Pouid Do something like
i penrot.e:t O; the otiber hid, I <'lbfrserid that from private conversations

witt .!Lom deteg&v u n fslre are some delegations whno are approving the general
Dri>'zipie of tois 'akn!g the ie< 'hc t iie flgure should be 75 percent which
woul iecessarniy pfolrLoa uuatio idtr which currency which the Fund was
getti irng xa< :es { sc,&p 'a <ro-hy 'e Fund was giving up. It would seem

to us, Mr. I r±r4 , i /using I e Flr] i or capital purposes, one must avoid
any sv.sptco , 'rA ajY tho/ng ef a !ig i! an/ way that couil be injurious to
the Fund I2sef cr Io tee re of "he comurlty and notwithstandlng our original
desire !£ hiaee the I lg£! ot Aer el, wbe are quilte prepared to agree to a
forn: of w,. rds r, hw l wd ieace 1e A;oane ftgure of '5 percent in both cases.

'HAaN A>! :1c is

Bi{OwN US' M . a Iin w ,dd i.ke to e ate that in behalf of the
U.S J<egatl ea hn 1i " io!is se 0 pro'posed by Canada is an, excellent section
one <- ,i, helpol Ti e FI n i' ,irk 2iI De e eJ eny. W'e be oiee (5 percent of the
ctrren.i' r'l no1l e er has W eI i ar: to re4l0ice± o 60 percent One other

'<egtsn'.. We ieel hia, <i- ir e hA*jlpy Isej rvas ,en the agreement on every
disputie! Arhp e : : :C4 ir, a;r of rL5e l'Al-evrs (sere men lols Professor
Ro[:o I, ) we t A AI I.'vi 4I01o'.i ,o' f 2a might more appropriately fit
[{fro aome <)!cer ur 1Y or i ie h ,p t eeco Ae

FALlI: Ar'¢ 1. V-1- A 1

NEW LEkAAND Inr ic, of hoe fLas ihta this pror ison now under
$1s uA:Iin ] r ? S in J ] ata p< ause, I nm !n0 lnel to doubt 4hether it

P sin r ary e ri>e'ter {n, !i Iies proni>e by that clause cannot be
Lt'l~er · ) it tien <trre - '/ Ii nl[o had beel iecsare soarce. In the previous

I'a-9 I iur e ,a' ,e; a ouc rna$y obtain another currency for its own
uFre;, n rr:htdei <: o, <a vet y }as -'[e. been lareli scarce, Should that

provlsto- aSO o s e be 'l ;r lA I: a L; S;S~

,flAIN: AnyAI( 0omsrr i

CANADAA i Ahirk 'n.' p:ri' raisel by tne delegate of New Zealand is
Alta _'a ' r- y 1' ry he <ef'rer' - K, tAie $t tha* purchases for this purpose
MAu" 'iill rei>e 1fh' fwa Ki sp re l r',squnM e0 lo7 ' percent. It would only be
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inconceivable contingent that the <ari would(?) declare the currency scarce at
shall(?)

a timre when the Fund's holdings of that .rrency anmouted to 75 persone of the
quota of that country that the st tulatior raised by the delegate of New Zealand
would arise.

CHAIR: Any further discussion?

CZECHOSLOVAKIA: In the first part of the sectdon it is stated that
as long as a currency has remained below 75 percent for ;ot less than 6 months,
then the second part states "currency of the other member ... but does not
state whether it applies also of the one would 75 percenr, shou ld be calculated
it seems to nme for reasons of safety. It should be a set period during which
currency would remain at least about 75 percent. Another one, I wonder whether
this provision is certainly very good, should be inrroduscei immediately or whether
we should not wait and see how the whole Funid will operate. My third remark is
whether in such a case when a member country buys curerr::y of another country
should the countiy be asked to give its consent.

CHAIR: Any comment?

GREECE: May I ask, Mr Charrmnl, if in case tnat the country has
control on capital transactions does this paragraph here affect the control of
a country. Is a country which has imposed a control to determine tihe capital
transaction. Is this country affected by ahis clause.

CHAIR: I would welcome asslsanteo

CANADA: I don't see why it shou d be, Mr. Chairzmn, if a country has
control of' capital transactions that corntroi is not neoessariiy a ctmplete pro-
hibition of all capital transactions and it, may be that throush the facilities
provided In this way such a counltry would permit capital tra:sactions to take
place which it would otherwise prohbi cv I wonder iwethoer I might refer to
points by delegate of Czechoslovakia, hi>e I ar up.

The first suggestioi that he made was that not oniy shoul1 the cur-
rency of the country which is purchasirg ex-hange for capita± purposes have re-
nalned below the level of *{ percent over a period o 0 monlltts, but also that
the currency of the country which Is Leing purchaset shrould have remained above
a 75 percent level for 6 months, Thea ies appear to me, Mr. OChairman, to be
going an unnecessarily long distance to undo the effects tha+ we are seeking to
obtain in this clause. If a currency has remained above 75 percenot leve] for
6 months, then by definition that .oufl>cy has been a consistent net purchaser
of the exchange from the Fund, because the Fund begins by holdlng, forgetting
for the moment, the complicatiocs that mnay arise by the fact that some of the
initial subscriptions may not be 75 percent but a higher figure. The Fund be-
gins by holding 75 percent of currency of each country. Now the Fund, naving
held 75 percent of the currency of each country over a period of 6 months, has
plenty of the currency of' that country. There is no danger involved o the Fund
in getting back to the position in which it originaily started, If I pointed
out in introducing this proposal, the practlca, worKrng of It, under the present
formulation, would necessarily be that the currency that is being supplied to
the Fund is scarcer than that obtained from the Fund, and why one should set up
restrictions making it impossible for others to come to assistan e of the Fund
in supplying it with their currency. Don't see why those restrictions should be
necessary. The same comwents apply to transitional period., If in the course
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of the trai:2tionsa pWrtoi %e t -. pplj of aty particlar currency does become
scarce, norr I e-nr.cai sf5e, i, er£r vhich provisions of placement- would come
into operatioa b! theI c ni . ae u,>d noo come into operation at all, either
durirng the transltlor ner od )i af rv:y time. The third point cn the consent of
the coutiTry teqilred, I J,1mk, 1. sL easary and from some point of view,
objectio tale, Wha one ia seekŽ,g to estalllsh here is definite provisions that
oountrpej ;il I e able to Vo,-t on, tarring mlscehavior, and on which they will
be a-!e d o baase their plars. Ths I- roluction of the consent of the country
on whose cawrency is bering aslitrea does mean> that no coLntry will be able to
coun-t on the operation of lhBs priv sio> and I should have though that interests
of Ihe *- ntr 2 whose cure>< is roe:rin a quired is adequazoiy safeguarded.

A~EE, kW ori thp I vsel sop[a] mty orlgirai questton. I agree
toLt !i' p , -esi, iseft. a d *rhbgn e helpiful otKn to the country and
to tihe <vi I ~ as a f dl < .at h e i intlled right, of a member country to purP-
chase oca '.u'-rercy I;ronr Ba; of aror er ottutry over anD above 75 percent of
',e holditgs of a c v,Ky rfg t : a t t:ut tne ttLeres' or the counrry ard the
purposes of' r¢, Funid. W hat s Ir, re] obJeot of Uhe Fund? it is, in my opinion,
to co] j ct the aidfe scr p a to a.oord facilities in order to pro-
mote ine bnsi grow.¾b of trde. if a ,',i try, over and above the original con-
trba' or, Iaia rale ina ;<f fs a I re ts of re Fond, ha2 paid to the Fund its
LotaL c-:Arn'y it a Error for-ig eo z naafe ih, h our' ry has a right to expect
that Ih' P [al urrei c fould li f!;a:~ by chef flritries on current account for
the [l iae eof , &odr JI o paprmne of err i. e, hih hh clil be considerel as capital
a, cour. ' iv - flrj, r Ivot !f ::er conledT, mat accept that this currency

, i, 1 i : ~,~2- , ! ( f ]_ - 1 I n¥ rF )? lz ,f i! is not q1uite in agree-
inerit W''. thi e 4 -a ¼ '>I ' i Kt I " hI 'ause iA, ,e'Ase.ul I one.
I 5sho0a LL 0 k e k ar Bh ii> D}>ewflaOt Sab'.e the [5 porent, and
t.helo oi * trle oi i % < it'• l hi[dhnsr of flis council arenot

tECiiOSLOVAIA I 'P , c < o g probiem, According to the
Farl, a olii is suppse3 nII a co ', [ , rrety fo- all paymernnts on
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CHAIRMAN: May I ask how far that meets the question asked by the
Representative of Greece?

GREECE: Yes.

CHARMAN: I take it from tnis discussion that there is general agree-
ment that this is a desirable clause. There is also the suggestion of the
representative or the U.S. tnav wnrn ni, dcage of ultimate drafting comes that it
not be included as clause 2(a) here but might be placed in some more suitable
location. Is it the wish of the Committee to adopt this clause and recosomend it
to the Commission or are there modifications which are proposed. Does the Chair
take it that it is agreed that this clause is approved? So agreed.

The next proposal is the add tior&n Section 3 in Alternative A addi-
tional to the Joint Statement. As I said before it takes the part of the wording
2(d) of the Joint Statement and binds it into a new section Declaring Members
Ineligible to Use the Resources of the Fund. (reads all of Section 3, page 6b).
Any discussion of that proposal? There being no obtections may I take it that
that proposal is agreed?

CUBA: Mr. Chairman, may I ask whether the differences which are con-
templated between theartlcle of the declaring members ineligible to use the
sources of the Fund and the provision announced on page 35 of this draft pre-
liminary articles on suspension of membership or compulsory withdrawal -- may I
ask what is the difference between the ineligibility and suspension of member-
ship because I couldn't get quite clear from the discussions in Atlantic City
which was exactly the difference between these two provisions.

BROWLIN(US) Mr. Chairmnan, in the first place t~* U.S., which proposes
this, would like to strike out the words 'and policies" ir the second line,
subsequently to leaving it "in a manner contrary to the purposes'. I do not
think any country here would care to bind Itself to the probable degradation of
t-s use of the Fund and suspension by disobeying policies which might mean
policies adopted by the Board of the Fund at some later date. The original sec-
tion of the Joint Statemint of the experts provided nothing except suspension.
It is the view of the U.S. Delegation that something less than suspension was
highly desirable and that it would be much less contrary to the dignity of a
nation to limit its resources to the Fmud temporarily than to suspend or throw
it out of the Fund. Consequently the proviso was charged from the expert's
statement declaring its ineligibility to use sources of the Fund or limiting its
use. The other substan*lal change is that after the Fund is presented a report
and before a reply is received. it has, in special circumstances, the right to
limit or to propose conditions on access to the Fund. This was designed to take
care of the case of the country which would not reply inimdiately or the reply
might be unsatisfactory when it did come in, and the maximum anount which was
still drawable. Again I think it is a case which is very unlikely to arise but
it is possible. I think the alternative section is much better for all countries
in that it does not involve the indignity of suspension in case of disagreemrnt
it does allow much lesser punishnment of limitation which might be instead of
drawing 25 percent at one time but rather 5 percent a month for 5 months, but
not all in a day. This section will be rarely used but it seems to me the main
effect would affect the dignity and honor of various countries which loin the
Fund.
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CHAIRMAN: I am not sure tihe representative of The U.S. was entirely
heard. I shall state briefly the point ;tich was raised, The explanation was
that it was desired in these circumstances to have a restriction on countries
which fell short of suspension or anythingr which would lnvolve the dignity of a
country where it was contemplated that the Fund mIght -ithdraw tie use of its
resources entirely but limit the use of its resources for a period of time and
that for the remainder it is mainly speliing out ic fuller language the brief
statement which appeared in the joirnt agreed statenxent of experts. Is there
any further discussion?

CUBA: Mr. Chairman, might we postpone the o:]slieratIon of this
article particulariy in its last line or: declaration of' ireigibilAty, Up to
the time that we know what the final fi-aft or the Iraft of Suspernsion of mem-
bership --

CHAIRMAN: Nay I ask the representative of the U.S. whether it is
considered to declare a country ineligible to use resources of FPnd is
equivalent to discussion, or is there additione ...

B3OWN(U.S )` I should say that the liffererce was a real difference,
that if a country is suspended, I Lan scarcely conceive of any country risking
its own national honor, which wouldn't 1mnediately withiras freom the Fund and
tell it politely to go to the levil whether it couLd meet its obligation to the
Fund or not. If it is declared to be ineilgib e to use resources of the Fund it
means there is every opportunity for conoiliat ioni ad leatring up misunderstand-
ings which might arise between sovereign rnatlons, an betweenr ir:dvIduals. and
that the country will come back into the £> d of the Fund without any hard feel-
ings. I think it is a very important difference from the point of both national
honor and also of keeping this Fund permanently going as an organization which
we hope all the civilized nations of the world will ultimate]y Join.

CHAIRMAN: There is some difficulty in aoceptirng the suggestions made
that this should be left open and that the section referred tt on page 35 should
not come before this Conmittee but before another Conttlttee. In view of the
fact that it is open to any delegation to raise this questlo;n in this Commission,
where both points may be raised, would it be satisfactory if we loft it there
that any delegation could discuss it in the Connittee as we are not able at this
Committee to answer questions in respect to suspension.

CUBA: It is satisfactory.

CHAIRMAN: Is there any further discussion of this section? If there
are no objections, accept. this section as agreet, So agreed

The next item is Alternative C. We passed over it this morning inad-
vertently. Alternative C relates to Section 2, paragraph a, of the Joint State-
ment and refers to Section 2, paragraph i, of Alternative A, which we have al-
ready accepted. You will note there have been certain changes in the Joint
Staternt. The final phrase read "which are consistent with the purposes of the
Fuld". In Alternative A that has been changed "which are consistent with the
provisions of this agreement". Alternative C proposes the wording "consistent
with the purposes and provisions of the Fund' .
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CZECHOSLOVAKIA: This alternative before Alternative A was known.

CHAIR: Alternative C is withdrawn. That completes the discussion of
Section 2.

We turn to Section 3 of Roman III, Joint Statement. The original
section reads: (reads the above).

The proposal would be new Section 4 to the section, in view of the
fact that a new Section 3 has been proposed. It would read: (reads Section 4,
page 7). The changes seem to be minor changes in wording. Is there any dis-
cussion? If there is no objection may I take it that Alternative A, Section 3
of the Joint Statement is agreed.

Section 4. Read in the Joint Statement: (Reads Section 4, page 8).
That has been reworded in Alternative A to read: (reads Section 5, alternative
A, page 8). Any discussion of this proposal? If there is no objection, may we
take it.

ECUADOR: This morning the proposal was that the Fund would not
operate except through a central and stabilization Fund - is it here authorized
to make transactions outside? Wouldn't that be in contradiction to what was
proposed this morning? I assumed that it was a borrowing operation and would be
handled through the approved institutions.

BROWN(U.S.): The member from Cuba raised the same point this morning
when he stated that except as otherwise provided in this agreement all trans-
actions should be with central banks or with other fiscal agencies and called
attention to the fact that this indicated that the Fund might borrow from
private chartered banks with the approval of the country in which they were
located and whose currency was being borrowed. I think the member from Cuba's
point was entirely correct this morning. I think it may be left to Mr. Robert-
son's friends, the lawyers, for the day when we are all agreed on principles.

CHAIRMAN: Does the explanation cover the point?

MEMBER (?): I have no objection whatever but since it was emphasized
"only", that had not been in the original proposal but here emphasis has been
placed on it. I have no objection.

CHAIR: That is a point to be looked after by the drafting people.

CANADA: The points I have to raise are also drafting points. There
is a typographical error on this page (page 8) in the section that reads
"borrow such currency within that country..." I believe that the word "or' has
been omitted. "or from some other source'. My understanding of the rmeaning of
this paragraph was that If the currency was becoming scarce the fund might
attempt to borrow that currency either from the country concerned or from some
other country which had adequate holdings of the currency which was becoming
scarce. That is the first point. I stand to be corrected. The second point
is perhaps more a point of substance, "but no member shall be under obligation
to lend its currency to the Fund or to approve the Fund's borrowing its cur-
rency from any other source". I raise the question whether there is not in that
form of words an implied obligation on the part of the third country's holding
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the currency which is becoming scarce to make loans to the Fund. Say "but no
member shall be under any obligation to make such loans to the Fund or to approve
the Fund's borrowing its currency from any other source".

BROWN(U.S.): May I ask Mr. Bernstein of U.S.,

MR. BERNSTEIN: First if I may revert to the point that Mr. Pazos
raised, there is the problem of drafting in connection with Section 1 and this
Section, but I should call attention to the fact that Section i reads that:
(Section 1, p.5, is read). It is not intended that the Frnd shall necessarily
limit its transaction to dealing with those agencies prov ded it deals through
such agencies. That may clarify Mr. Pazos' poi:nt somelmat i garher this is
entirely correct.

I have a few more words. Perhaps the best thing is to turn it over to
the asterisk committee. In the second line of No. 1, "'propose to the nmmber
that it lend such currency to the Fund or with the approval of the member'",
I think these words are omitted "that the Fund borrow such currency within that
country" -- may be a little equivocal, maybe it needs another word, I think it
Is intended that the loan should be made either by the Central Bank or arnother
fiscal agency within that country. It could also be from some other source
than the Central Bank or it would be through the fiscal agency in such a case.
I think if so interpreted it might be Clear. if not, the asterisk committee is
the proper committee for it.

CHAIRMAN: Would it be the sense of the Committee that oe ,id refer
this clause to the committee ro be ned to deal with these probiems of wording.

NrETEPLAED: Mr. Chairman, I would like to be sure that I got the
substance there. The proposal is that the Fund nay, with the consent of a
member government, borrow either from that goverrmient or from private persons
under the jurisdiction of that government or from any other source. Is that
right? Three alternatives. I must confess that the word had been omitted from
this sentence.

BERNSTEIN(U.S.): I am not certain, Mr. Chairman, uhether that might
be so. I would have to think back more leisurely to agree

CHAIRMAN: I take it is agreed to refer this to the subcommittee who
will consult with Mr. Bernstein and others as to the original intention of this
proposal.

Section 5(2). The change is only a change of wording "offered by
the currency of that member with gold". Is there any discussion?

NETEERLANDS: Perhaps you are right. It is just a matter of wording.
We wanted to make sure by putting in that no country have the right to refuse
gold for its currency.

CHAIRMAN: Any further discussion? I take it it would be appropriate
to link with this discussion Alternation B which is to sell gold to a member
country. I was referring to Alternative A or the alternative to sell gold, to a
member country in exchange for its currency.
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NEW ZEALAND: I think in order to protect the interests of the country
concerned it is desirable to offer (to sell ?) otherwise it is not sufficiently
clear that the country would have the option of refusing and if compared with
the clause of the previous draft, it says offer to buy currency of that country
with gold. It doesn't make it clear there that the countries permission must
be had because the country's consent must be had before the Fund must borrow
its currency. Just a question as to whether the same provision should apply.
It is a question as to whether the Fund must offer to buy or whether it has the
right to buy.

NETH'ERLANDS: That is just the point. We are wondering whether any
country would be in a position to refuse to sell its currency for gold, and
we are of the opinion that the gold should always be accepted. It may not work
but in other words that is the essence of the proposal.

CHAIRMAN: Is there any further comment that will maks clearer the
difference between these alternatives?

NEI4fRLANiDS: I think I see the difference and the language of Alter-
native B sufficiently expresses the difference. But even so Alternative B seems
to me very unacceptable. I think the option must remain with the country whether
or not it furnishes its currency to the Funa in exchange for gold.

CHAtnMAN: Any iurtier disoussiun?

MLnBER P?): Might I ask the Professor how he reconciles the rearks
just made with the provisions of 9-i of the Joint Statement.

NXTHERLANfS: It has nothing to do with any obligation on any part oI
a member country to take gold, whether from the Funa or from anybody else.

MEMBER: Provisions of the Joint Statement - there is no where any
provision which covers an obligation on the part of any country either to sell
gold -

BRuWN (U.S4. Mr. Chairman, I &nink it is the view of the American
Delegation Implicit in the whoie agroement, the country must sell its currency
for goal or else the Fund won't work. It is a very large question. I think
it is such an Iwportant question that it would be desirable to start the
discussion tomorrow with that question.

ADJOURNED.CHAIRMAN:
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COMMITTEE 2 of COMMISSION I
5:30 P.M., July F. 194k

Part 1.

CHAIRMAN: Connmmittee 2 will come to order As the first order of
business I will report that our Reporting Delegate reyored to the Commission
this morning, and as a result of that report Sector on <4er III, paragraph (c),
the Alternatives A, B and D, on ;hich ce ha not bee> a 'o are, were referred
back to this Conmmittee, We have already had a 4is;cuses . - those oinrts. I do
not kmow that the participants in that dllsoqsion have el her hanged theilr minds
in the meantime or that there is additional information or aill tonal lrg aent
to place before the Committee, Immediately it appears howemer the zlsh of oie
Commission that we should address oursel es to the subjeot and try and present
a definite recommenmrdation. I am therefore oper to sugges'ilon: as to any pro-
cedure which we might adopt by means of a conhlttee or otrer-Ise by which we
might follow up the wishes of the Comilsslon.

REPRESENITATIVE OF THE FRENCH COMMITTEE; In order to save time I move
that the Chair appoint and have a Committee for deauing ith Tlahis problem.

CHAIRMAN: It has been moved by the F-e hI Repreentatie

DELEGATE FROM UNITED STATES- I ;old ike o seonl tnhe motion of the
French Committee.

CHAIRMAN: It has been moved and seconded that the Chair should appoint
a Committee to consider the problem which has been referred back to It and
referred back to this Commlbtee, May I rake It that ia the sense of this
meeting the motion is carried.

DELEGATE FROM CANADA: Mr. Chairmnarn I .oail like to ask permission
to make a short statement in connection with some observations I made as to
Section 2(a) regarding the conditions goternlng purchases for capital transfers
on page 6a. It is evident that I didn't express my meaning clearly in connec-
tion with one observation since the reporter in. his admlratle report to the
Commission this morning reported that I had maie a certain statemeat which it
was certainly not my intention to make. The question relates to the condition
of a country which is imposing import contro on capital movemerfts The matter
was raised by the representatives for Creece nsl Ajtralla as to whether such
countries would be obliged to permit the sale of excha-e for 'me purchase of
their exchange for capital inflow. I said at that time that if there were
general restrictions of capital inflow they would equally apply to capital
inflow to the Fund but if there were no such restrictions currency purchased
through the Fund would be good payment for capital inflow In no case would
the specific consent of the country into which capital was moving be required.
I think that this inadvertence arises purely out of myv own 'a k of olarity
yesterday and I would ask the reporter Alether he &ould be good enough to
correct his report to the Commission i: this respect.

CHAIRMAN: The matter which has been raised by the Delegate from
Canada seemed to be entirely a matter of the recordiag of what he said and not
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of any action of the Committee and I would suggest that the reporter might amend
his report in the sense of Mr. Rasminrky's remark and I know Mr. Rasminsky would
be willing to assist in making the report accurate. At the end of the last meeting
we were engaged in a discussion of Section 4 of the Joint Statement, Alternative A
of the Code, particularly Section 2 of that Alternative, page S. I have been
informed a number of countries, including those participating in that discussion
would like to discuss the matter informally before going on with further discussion
in the Committee. The matter will be taken up later in the Committee and if I
have the concurrence or the Colmmittee we will pass over it now to permit those
informal discussions and take up this section again at a later date. Is there any
objection? It is so ordered. We then pass to section 5 of the Joint Statement
which has been extensively rewritten in the proposal, Alternative A. The Alternative
reads: "Each member shall buy balances of its currency held by another member with
clrrency of that member or, at the option of the member buying, with gold, if the
member selling represents either that the balances in question have been currently
acquired or that their conversion is needed for making cuirrency payments which are
consistent with the provisions of the Fund." May I at that point ask someone more
fully informed than I whether "currently payments" is a misprint for "current
payments", or is it as written?

DELEGATE FROM PHILIPPINE ISLANDS: I take it to be a misprint.

CHAIRMAI: "Currency" in the fifth line should read "current". (Reading
continued) "This obligation shall not relate to transactions involving: (a)
capital transfers, except those transactions referred to in the aecond and third
sentences of V,1, below;" Those exceptions are on page 21 of the document.
(Reading continued) "(b) holdings of currency which have accumulated as a result
of transactions effected before the removal by a member of restrictions on
multilateral clearing maintained or imposed under X,2 below; or (c) the provision
of a currency which has been declared scarce under VI, above; or (d) holdings of
currency acquired as a result of dealings illegal under the exchange regulations
of the member which is asked to buy such currency; nor shall it apply to a member
which has ceased to be entitled to buy currencies of other members from the Fund
in exchange for its own currency. Nothing in this section shall be deemed to
modify or affect the obligation of a member under IX, 2 and 3, below." This pro-
posal is open for discussion. Are there no comments or discussion, since this is
the opening proposal?

DELEGATE FROM THE PHILIPPINE ISLANDS: Probably this section will
ultimately find a place under Article 9 rather than Article 3, in that it seems
to me it might be well if the last sentence of this were deferred until we have
considered Article 9. I don't mknow if anyone will feel any objection to that but
it is a little difficult to see at present. This may ultimately until
we have cleared up Article 9.

MR. BROWN, UNITED STATES: There is a section (d) - "holdings of currency
acquired as a result of dealing illegal under the exchange regulations of the
member which is asked to bay such currency;". The United States would like to
suggest that in place of the words "as a result of dealings" the words "contrary to"
be inserted. I think it is a matter of drafting and I think it might be well if
that particular section or (d) be referred to the Asterisk Committee. I don't want
to get too many Jobs but the questiorn which arises in the minds of the American
Delegation is that the language as it is phrased might be held to mean that a
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transaction comes through with a .......... The country might refuse to recognize
the obligation as to that currency, I want to make the United States' position
that the balance passed by a country, the currency control as between the United
States and the United Kingdom, that the third country, say Czechoslovakia, coulir't
say that the transaction some year, or England couldn't say that some early trans-
action of Czechoslovakia violated the provision and I think the words "contrary to"
in place of the words "as a result of dealing under" will clarify that situation.

CHAIRMAN: As I understand the proposal of the Delegate of the United
States, it was that (d) under this section should be referred to the Asterisk
Conmittee with the suggestion that "contrary to" be substtt ted for 'as a result
of dealings illegal under".

DEILEATE FROM UNITED STATES - MR. BROWI: So that it would then read
"holdings of currency acquired contrary to the exchange regulations".

REPRESENTATTVE OF TH FRENCH COMMITTEE: I would like to support the
suggestion made by Officer concerning the deferment. I would mention
an additional reason for deferring. I think there is a defacto and the former text
of IX-2 because I do not see if Section (c) is applied

DEL.EGATE FROM CANADA: I should like to support the suggestion that this
be deferred until the consideration of line 3, I should like to extend that as a
whole to the preceding two lines - "nor shall it apply to a member which has ceased
to be entitled to buy currencies of other members from the Fund in exchange for
its own currency." It seems to me that there is some contradiction between the
exemption in this new section 6 covering multilateral international clearing and
old section IX, 3, not to impose restrictions on payments for current international
transactions. The latter does not contain a qualification that that obligation
,not to impose such restrictions" is not to apply in the case of members which
have ceased to be entitled to buy currencies of cther countries In exchange for
their own. I would, therefore, suggest that those tto lines as a whote be
deferred for later consideration.

REPORTIG IDELEXGATE: The Reporting Delegate would like to ask for some
clarification concerning the word mbalances" in the first line of this section,
if it is in order. Which balances are those? In what cases may a country ask
the payqnnt $n gold for the balances it holds from another monej I mean, are the
balances left from transactions with the Fund, are they balances held from other
transactions or both. Now if it were balances held as a result of transactions
with the Fund, that would be, it seems to me, in conflict with another text on
page 12, sections 9 and 8. From this article I understand that when a country has
some currency left from the Fund or has bought rather currency from the Fund,
durrency from the country B, the Country B must accept its own currency in payment
of current transactions, but this country B is not to pay in gold for that currency.
If we take Section 6, the first line as meaning balances coming from the Fund,
that means that the country B would have to rebate in gold, and you can see the
great difficulty which might arise. Let ma take one illustration, Suppose that.
say Brazil, would have bought from the Fund some French francs Now it might
happen that the actual operation might not be exactly as forecast. there might
be a balance left. Would in that case France be obligated to make payptnt in gold?
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REPRESEWNTATIVE OF THE FRENCH COMMITTEE: It is optional.

REPORTING DELEGATE: Well, anryay I would like to have a clarification.

CHAIRMAN: Will some members of the Conmmittee clarify this point? I
hesitate to do it myself.

DLXEGATE FROM HONDURAS: As far as I can ascertain it is the obligation
of the buyer to pay in gold. Where the option rests, the option is not with the
seller but the buyer.

DELEGATE FROM POLAND: It seems to me that the wording as it stands here
may certainly have the effect which the delegate from France has put forth. That
is, the member shall buy the balances, may buy them for the currency of another
country or its option for gold but it is still committed to buy the balances so that
if it has no currency of another country it is obligatory to pay in gold which is
in conflict with the whole program.

MR. BROWN, UNITED STATES: I would like to introduce Mr. Bernstein who
will speak.

MR. BERNSTEIN: Mr. Chairman, the provision of Section 6 must be read
with all its qualifications. In the first instance it states that a member country
holding the balances of currency of another currency may sell such balances under
certain conditions specified in that first country, and in return for such balances
it will be paid its own currency, or if the buying country prefers it will be paid
in gold. What Dr. Mose states would be true that a country holding no currency of
the selling country would have to pay in gold if it were compelled at that stage
to continue to buy that currency and had no other source of getting the other
members' currency. Presumably it has access to the Fund and can get the currency
in that way. If it has no access to the Fund, if the buying country does not have
access to the Fund, the obligation in this form terminates. That is the intention,
i'. seems to me, of the paragraph following a, b, o, d, which states, "nor shall it
apply to a member which has ceased to be entitled to buy currencies of other
members from the Fund in exchange for its own currency." That is the way of the
obligation with regard to the balances specified in the first paragraph with the
other members' currency may lapse, if the country that is doing the buying cannot
secure the needed currency from the Fhrd,

REPRESENTATIVE FROM THE FRENOH COMMITTPEE. I just want to mention that
my understanding is exactly the same as Mr. Bernsteln's and as some have not
understood it correctly and as you have not understood it, it may be better if the
country has the right to sell exchange to that country from the exchange from the
third country - from the second country. The reason why it has not the right to
buy from that country is because several countries object to our currency. So if
it was not possible to put a clause stating that the Fund is to buy the currency
of the third country but the second country, it is necessary to devise a clause
which looks rather complicated explaining the conditions by which the transaction
can take place.
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dealing with the transition period that any currency is got to be used during the
transition period. I don't know that I quite understajd Mr. Istel s question?

Delegate from France:

My question was whether if a country has established the full exchange control
during the transition period whether it is bound to satisfy the needs of ary country
which has purchased its currency from the Fund in the requirements of a current
nature.

Mr. Brown: It would seem to me ebvicus that the atsier is 'yes".

Mr. Istel - Delegate from France:

All right - I just wanted to understand it fully.

Delegate from Norway:

It seems to me that there is a difference between A on the one hand and B and
C on the other hand. A seems to me to refer to the extraterritorlal right of the
Fund and that amendment to A is that a member government in signing the convention
for establishing and entering into membership of the Fund will undertake to secure
by proper national legislation or by examination of existing legislation within

the degree of the extra territorial asset provided for in A. If that is really the
case I think the wording of A should be altered.

Delegate from Poland:

I think the same thing in regard to A. I don't think I have the same posi-
tion with B or C but with regard to A the wording seems to be uwfortunate. The
accredited representative of one country, for example, to another, may be said
to be free from restrictions. That is to say, he may move about - He has certain
rights but he is still subject to one restriction - merely a standard provision -
one that applies to all countries irrespective of the peuiiarities of their
papers. Where exceptions are necessary, where particular counr.tries require aid!-
tional support from the Fund, that can be given at the Fund's discretion to any
extent that the Fund dlemn such support necessary. Now, the conception of the
Australian delegate seem to be that countries with a wise seasos:al & ovzn Jl o In the
balance of payments would eventually meet that seasonal trend by drawing on the
Fund. This is not our conception of the use of the Fund, Most countries will
have substantially independent gold reserves - gold and foreign exchnge reserves
of their own, even if they are meeting a large seasonal movement, Many countries
will be able to meet that movement entirely by utilizing their own resources.
They may come to the Fund only for rather small marginal amounts. We cannot make
the standard provision cover the extreme cases of countries that have both large
seasonal moves and no independent reserves of their own, What we have put 1n,
therefore is the standard provision that applies to all countries like that with
allowance of the cases that are not - may be that provision in the form of power
to waive that provision if the Fund deems it necessary.

Delegate from United States: (Mr. Bernstein)

Mr. Chairman, we all recognize that there is considerable merit io the pro-
posal of the Delegate from France. There may, no doubt, be instances in which a
country would be permitted to use the resources of the Fund while at other times
the full rights under the conditions of the provisions would not be used.
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The question is whether the merits of this proposal are not offset by important
difficulties. In the first instance it should be noted that the concept of this
provision, Alternative A, is that in effect countries do not make use of the Fund's
resources when they are not needed. When the resources are needed, in accordance
with the provisions of the Fund, they are available. When a country is not en-
titled to acquire the resources of the Fund to purchase foreign exchange of the
Fund merely to build up vital balances to await future use because their current
needs are not fully up to the provisions in part 3. The difficulties I have in
mind, and they are, I believe, important difficulties, are these:

Just as countries need certainty - some degree of assurance that the needs
that they will have in the near future will be met by the Fund, so the Fund needs
assurance that it will be in a position to provide the resources that will be
needed by member countries in accordance with the provisions of the Fund. If after
four years the Fund In fact may be faced by a request for the unlimited purchase of
exchange for any rate limited only by the maximum barter provislons, it may find
itself in a position where it will be pressed - a condition of uncertainty in
which it cannot make its own balance. We must find, of course, some balance be-
tweer certainty needed by member countries and certainty needed by member funds.
We believe that the provision of alternative in provision A, calling for use of
resources as need but limited to 25% a year provides that necessary balance.

The second difficulty, in some respects, holds up the first. We all know that
Alternative A representa a common view of many of the technical experts who have
been studying this question. It would be a mistake to conceive of this provision
3 as the provision of the United States technical experts. It has in a sense the
full force of the opinion of all experts whose discussion is found in the Joint
Statement. That is not to say that every technical expert agreed with that par-
ticular provision but it is more than one country and more than two countries. In
the course of finding a common view it was clear from the beginning that if the
Fund is to avoid the continuous exercise of authority on the sale of exchange it
must somehow have what we may call "rules of thumb" - a reasonable basis for pro-
ceeding with the assumption that the use of the Fund's resources is being limited
to the purposes and the provisions of the Fund. If this quantitative limitation
of 25% of the quota in a 12-month period is modified or withdrawn it seems to me
unavoidable that we will have to restore to the Fund a balancing provision which
will give the Fund an opportunity of examining from time to time whether the use
of the Fund's resources are not excessive and are at a rate whiol will cause dis-
equilibria. The disturbance of this balance of and obligations leads
only to the taking of further steps which are undesirable to others and which
should be avoided as far as possible. If the Fund is to depend on the concept that
some quantitative use is a measure of reasonable access to the resources of the
Fund it will not be possible to modify provision 3 in such a way as to open up
after a stated period the purchase of as much exchange as the country is prepared
to use without submitting that to the discretion of the Fund somehow. For these
reasons I feel it would be a mistake to relax provision 3 to take account of the
very reasonable point that the delegate from France has made. That can fully be
taken care of in the waiver provision of this Alternative.

Delegate from

Mr. Chairman: As far as I can hear them, the arguments which are given by
Mr. Bernstein - there is one thing which I must say does not answer our purpose.
It is the idea of a waiver. I do not see ho' the possibility of waiver by the
Fund does protect the country which does not know any difficulties - whether they
will receive that waiver and in the absence of knowledge will take the protection
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the future - in order to be assured of the possibility of having success in the Fund.

I quite agree with the idea that the resources of the Fund should be used exclualsive-
ly as temporary nature and that therefore provisions must be made and should be

made if the principle of carry-over is accepted whereby a country which would use

for more than 2 years up to the extent of L5O0 as an average, whose currency is

more than 50% of its quota for more than 2 years. I think it would be quite normal

whereby outside of penalty of interest the Fund can request the country to take

such measure as to reduce the amount of currency. I nust confess I have been un-

able to find satisfactory wording. I suppose the wording similar to the one sug-

gested in A concerning ineligibility to the resources of the Fund. Of course, en

amendment of that kind has records(?) that binds after a period of four years. I

think it is also proper to afford us something whereby a couitry cannot at any

time ask 200% if that country has had 200% previously.

Delegate from United Kingdom:

My delegation is by no means lacking in sympathy with the condition of those

countries which, whether because of their dependence on particular crops or for

other reasons find that their end is particularly heavy in particular years, but we

do feel that their difficulties ought to be sufficiently looked after by the dis-
cretionary powers vested in the Fund under Section 4 in Alternative A and by the

practice which we hope of continuous consultation between members and Fund about

their prospective troubles and difficulties and we do feel, therefore, that the
limitations which are set out in Section 3 of Alternative A are desirable and in-

deed necessary if the Fund is to be assured of being always in the position to ful-

fill the heavy obligations which are going to be laid upon them.

Chairman: Unless the Committee feels otherwise, I think that the views of

this clause have been fully expressed except I would ask Mr. Melville of Australia

if he wishes to add any further statement.

Delegate from Australia, Mr. Melville:

I should like to refer to some points made in objection to Alternative B and

D. The first point is in Mr. Gard?? comment there was implicit suggestion that

the countries would have reserves outside the Fund on which they can draw. That is

by no means certain. It is by no means certain that the end of the war the coun-

tries I have in mind will have reserves outside the Fund on which they can draw.

If they have not and if this Fund implies that it will not work unless they have

reserves outside the Fund then the creation of the Fund inevitably imposes on those

countries the duty of building up large reserves outside the Fund's. We cannot

discuss this satisfactorily until we mknow more about quotas. I think this Com-

mittee should consider very carefully what the implications are of forcing coun-

tries to build up large reserves outside the Fund. It seems to me that would,

to some extent, be inconsistent with the purposes of the Fund. The purpose is to

provide countries with working balances. If Mr. Gard ?? impression of the Fund

is right, member countries mast get their working balances outside the Fund and

look to the Fund to provide them with resources only in exceptional circunstances.

Second point - whether the power of the Fund to waive conditions is really

satisfactory - If, of course, the need for waiving conditions of the Fund is only

required in exceptional circumstances occasionally, then I would agree that this

provision would be satisfactory - It can deal with that type of case quite satis-

factorily but as I see the operation of the Fund in its application to some

countries it will not be at all exceptional for a country to request the Fund for

a waiving of those conditions. I think it is most unsatisfactory for a country
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to be placed in that uncertain position to have to ask that the limit of 25% be
waived. That does not seem to be a very satisfactory method of procedure or a
condition which government would feel at all happy to place themselves. I vant to
make this point - I was referring not only to ordinary seasonal fluctuation - not
merely to the trend of events during one portion of the year. Agricultural funds
are affected far more by fluctuation in prices which are constantly going on - mom
so through the business cycle than other times. Fluctuations in prices are quite
customary end these fluctuations do affect their balance of paymznts during the
course of the year or few years and it is that sort of movement that would make re-
quests for waiver of conditions which I think is unsatisfactory.

Delegate from Mexico:

Mexico, as a producer of raw materials, should be in favour of Alternative B
presented by France but there are considerations which have made us modify that
apparently obvious attitude. On the matter of principle we believe that each
country has to consider itself both as a debtor and creditor of the Fund. As a
debtor, of course, Alternative D is favourable to Mexico, but are we sure that Al-
ternative D covers sufficiently all the risks which all of us are undertaking as
creditors and as shareholders of the Fund. A situation might arise if we are too
liberal, that a country normally a debtor country would become a creditor position
but when the time comes for that same country to ask the assistance of the Fund,
if the Fund has been too liberal, it might be possible that its resources of vital
or important carrencies would have been exhausted. A.lso, there is another argument
which we would like to underline. If the Find carries its transactions with a
conservative spirit then its reputation in world capital markets would certainly
be better. Conservative handling of the Fund's resources may be in the long run
much more favourable to the countries which are normally debtor countries.

Delegate from New Zealand:

As a delegate from a country which if very largely dependent upon the export
of primary production, I should like to associate my delegation with the Brazilian
and the French delegations and Australian delegation. New Zealand is a country
first liable to fluctuations from time to time in great amounts and prices --- The
points raised as to the provision for flexibility and waiving of clause 1 -- but on
the other hand that does not seem to cover sufficiently the point which is one of
the objects of the Fund - the confidence to make use of the Fund - whereas I recog-
nize the points that is made that Clause D that if Clause D replaces the clause
which is already in the Joint Statement it places the Fund in the position of not
having quite the same protection. On the other hand I think we can rely on the
caution of the Fund just as much as we can rely on the generosity of the Fund in
order that countries dependent on the export of primary products can use the Fund
in the ordinary course. I feel in any event it will be helpful to have the clause
inserted in considering the waiving of these restrictions. Due regard would be
had to special conditions of those countries which are dependent very largely on
external trade.

Delegate from South Africa:

I find myself unable to support either of these Alternatives. I would draw
the attention of the Committee to this point. - It is a big thing indeed which is
proposed here that a country can go to the Fund and have a certain overdraft
without too much investigation as to its proper financial position. That is a
big advantage- That advantage you ca: only maintain if you establish what would be
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in the opinion of the countries which have funds,- That figure of 25% is under -
33% woulld be Just as good figure - But I should say it does suggest that we do
not put any unnecessary strain on this machinery we are trying to build. Increasing
strain may put the Fund into the difficult position of increasing obligations. From
25 to 33 1/3% is a wrong move. As far as the proposal of the French delegation is
concerned for the carry-over, I would like to draw attention to a fact which we
must foresee. Let us hope, at least for the first few years of the Fund, there
will be a number of countries who will not require the help of the Fund. But we
cannot hope that there will not come the time of increasing the number of coun-
tries. Let us say that this period of four years takes us up to the maximum. For
every country which has not used any of its resources in the past you will have a
country that can iw diately cooe to the Fund for 100% quota, You are going to
have a rush on the Fund. I repeat my point that we wart to start, but on a very
conservative basis. Provision made in the original draft for a waiver provision
will have to be exercised very carefully in a period such as the one which I have
just reviewed when a large number of countries will have to come to the Fund for
assistance. It may not be possible at that time to help all the countries.

Adjourned at L:tO PM
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Conmittee 2 of Commission 1

July % 191L' - Part 2,

Afternoon Session

Chairman: Is there further discussion of the viewpoints?

Delegate from Canada:

I should like to ask a question of qualification. Is it the intention that
the application of multilateral convertibility of currency has a general applica-
tion - is one which lapses when the country has used up its quota?

Chairman: Can Mr. Bernstein answer that question?

Mr. Bernstein: I gather that Mr. Rasminsky is not inquiring as to what I like
but as to what the provision states. The provision states that the application in
this form lapses. Mr. Rrbertson has asked us to postpone the discussion of the
section reading "nothing in this section shall be deemed to modify or affect the
obligat on of a member under 9(2) and (j) of the Joint Statement." I think
the question that Mr. Rasminsky has asked is the reconciliation of this provision
with other obligations of member countries as stated in that article of the Joint
Statement. As the document reads it is intended in effect to terminate the
L igations of a couontry to sell - to buy, I mean - its own currency from other

couontries in the form stated here. I car see no great advantage in going into a
long and detailed discussion of that point. If a country's access to the Fund has
ceased - if it has inadequate rescurces in its judgnent to maintain this type of
repurchase - that is until we have had some opportunity to discuss 9(2) and (3) of
the Joint Statement in the later provisions of this document.

Chairman: May I state what I gather from this discussion - namely, that
Alternative A is acceptable to the Committee down to and including A. With respect
to D it is suggested that it be referred to our asterisk committee with the
suggestion that the words 'as a resutt in dealing in legal language" be replaced
by the words "contrary to" and that the last clause of that paragraph following the
paragraph No. D, that our consideration of that should be deferred until con-
s&deration has been given to the later paragraph dealing with the later section
dealing with the multilateral applica~ion and consideration of the final sentence
should be deferred until consideratlor has been given to 9(2) and (3).

Delegate from

I do feel that it might be a very queer situation if the Committee were to
approve down to the end of (b) and to defer the two following lines because they
do really govern the whole of the sentence. They are an integral part of which
many people would not be willing to accept the rest of the section and then be
quite clear that the last two lines, the two lines after D, were an integral part
of the whole story whereas rmy suggestion for adeferment was a tightening-up the
relation was to be made between this section and Article 9. I think this further
suggestion of deferring these two lines is a dangerous one because it means a
complete gap of the whole provision and makes nonsense of the whole section. I
hope the delegation would not press these lines to be deferred.
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Delegate from Canada:

I agree there is a great deal of substarte in what Mr. Robinson has said. On
the other hand this is the coming decision of this whole plar. ad -- by deferring
consideration of this entire article until sections 9(2) and (3) have been
considered.

Chairman: That would seem to be the logical outcome of this discussion

Delegate from

Mr. Chairman, I want to emphasize the point raisel by MK. Robinson. I think
many members of this Committee would not be inclined to agree to Clauses A, B
and C unless the other provisions of this section would also be agreed to.

Delegate from

A question of order - Is it intended that this point - this last sentence -
should be left to another committee?

Chairman: No, I understood the suggestion to be merely that we should defer

our discussion until it would be discussed in connection with this latter clause.

Delegate from

This Committee would discuss then Article 9?

Chairman: There perhaps the difficult has arisen There are articles 9(2)
and 9(3) which do not comw under this Committee. They come under Committee 1.

However, in two or three instances these cross-references which are difficult to
deal with - Is it the wish of the Committee that we defer consideration of the
whole section to Committee 1 and Committee 1 deal with it or shall we draw
attention to the Commission -- My understanding of the difficulty with respect to
the last clause we have referred to is that it could not be fulldiscussed without
discussing the substance of these later sections.

Mr. Brown, delegate of U.S. introduces Mr. Bernstein.

Mr. Bernstein:

Mr. Chairman, I regret that in the process of dividing the work with the hope
of equilizing somewhat the tasks before the different Committees, the Secretariat
thought it might be helpful to give the Comittee that deals with purposes at the
same time the provisions on obligation of member countries, In my opinion it is
of the utmost importance that this provision "multilateral international clearing
be retained in this Committee. In many respects the whole of the operations
section of this document depends upon the proper understanding of this section
and my suggestion would be that the secretary of this Conmittee arrange with the
secretary of the Commission some proper assignment of the sections of Article 9
that are concerned with multilateral clearing - perhaps arranging to have them
transferred for consideration by this Committee.

Chairman: Is that suggestion acceptable to the Committee? Hearing no
objections, I take it that it is. Is it then further acceptable to the Committee
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we defer any further discussion of sectlon 6 until it can be discussed in the light
of the later sections which we hope can be brought before you.

Delegate from

In an alternative possibility that a Joint session of this Committee and
No. 1 Committee which I understand has an overwhelming arount of material at the
moment would take place tomorrow morning.

Chairmant Is there any support to that suggestion? May I take it then that
the other suggestion we tried to arrange for the transfer of this consideration
for the consideration of this Committee should be - we should try and arrange that
transfer of this clause in section 9 which should be considered here and that we
defer discussion until we can take them both together. There being no objection
I take that to be the view of the Commnittee. As to section 6 of the Joint State-
ment, a member country desiring to obtain directly or indirectly currency of a
member country for gold, is accepted provided it can do so with equal advantage
to secure the currency by sale of gold to the Fund. (reads). It is proposed to
replace that by section 7 headed Acquisition by Member of the Currency of Other
Members for Gold. (Reads that section) Section is marked as 1 in which there
are changes of words rather than substance. Are there any comments? Them is no
comment. May I take it the Committee is agreed in improving A. I take that is
the view of the Committee. Section 7 of the Joint Statement which I note there
has been an Alternative B, C and D proposed to certain clauses. The alternative
A is to be submitted later. Is it the wish of the Committee to discuss these
other Alternatives in the absence of Alternative A or defer discussion relatlng
to this part?

Delegate from United States:

Mr. Chairman, I suggest that discussion of Alternatives B, C and D be post-
poned until Alternative A is submitted, which the United States expects to do
shortly. It has been the subject of some discussion among the experts. It is
absolutely impossible to understand B, C or D except in connection with alternative
A which I regret is not here but which Is thought of great service to this dis-
cussion.

Chairman. That would seem to me to be the procedure which we should adopt.
Is there any objection? If not, we will pass on to page 12 of the docunmnt in
which there is a suggestion for an additional section to article 3, Alternative A,
section 9, transferalllity, etc. (reads the section). Is there any discussion of
this proposal2

Delegate from

I would like someone to explain it, Mr. Chairman.

Chairman: Do you volunteer to explain the proposal Mr. Brown?

Mr. Brown: Section A - All assets of the Fund shall, to the extent etc
(reads the section).. seems to me to go with the general article which deals with
the operation of the Fund. It might be contended that it is covered by later
sections regarding inmunities of the Fund, Obviously, if the currency required
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by the Fund cannot be used to carry out current transactions - to carry out the

operation prescribed by this agreement - which altogether relate lo current

payments. - Unless that currency is free from any special restrlictions or regula-

tions or control by any members, the Fund won't work. That is the reason for the
insertion of C. B is to the same general effect. As restated current account
obligations can be settled in currency purchased from the Fund and it is intended
to apply either before or after suspension or withdrawal. Otherwise mrmbers of
the Fund who would have a credit balance would be unable to use the currency of the

nations having an overdraft on the Fund in the event of any trouble, Section C
reads (reads section C). The earlier section of the article provides that the Fund
shall actually - to keep the currency of each member ir the Central Bank of that
country if it has one or with the Treasury or some simliar financial institution
designated by the member country. It was explained that some nations fortunately

or unfortunately, have no Central Bank, the United States bering one of them. In
many cases the Central Banks or other depositories are riot under government oontroli
but if a nation designates a corporation within its limits as a depository, a
bank. If no option to keep this money in such bank so designated, it seems to me
obvious that the nation guaranteeing the Bank should guarantee the solvency in
which the funds of that country are held.

Delegate from France:

May I ask clarification of a vital point? Does section D apply also during

the transition period

Chairman: Any member answer the French delegate's question ihlch Is, as I

understand - whether B as proposed here would apply during the transition period

when a member has established a closer exchange control,

Mr. Brown: Obviously, Mr. Chairman, if the currency is purchased from the
Fund and it is put in by the member nation then the restrictions dealing with
Article 10 dealing with the transition period that any currenroy is got to be used
during the transition period. I don't know that T jaite understand Mr. Istel's
question?

Delegate from France:

My question was whether if a country has established the full exchange control
during the transition period whether it is bound to satisfy the needs of any
country which has purchased its currency from the Fund in the requirements of a
current nature.

Mr. Brown: It would seem to me obvious that the answer is "yes"

Mr. Istel - Delegate from France:

All right - I just wanted to understand it fully.

Delegate from Norway:

It seems to me that there is a difference between A on the one hand and B
and C on the other hand. A seems to me to refer to the extra-territorial right of
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the Fund ari that amendne:nt to A rs that a member government in signing the
tonvention fer establishing and e'terl:g into membership of the Fund will undertake
to secure by proper national legilstatlo or by examination of existing legislation
within the degree of the extra-4 erritrorai assets provided for in A. If that is
really the ,ase I think the wording of A should be altered.

Delegate from Poland

I think the same thing in regard L A. I don't think I have the same position
with B or C but with regard to A the wording seems to be unfortunate. The
accredited represen'ative of one owitry, for example, to another, may be said to
be free from restrictions. That is to say, he may move about. - Be has certain
rights but he is still subject to one restriction - that is, he has to carry a
documexit to show -ho he is. The oamr thirng is true in a country maintaining
ex-harge 'ontrol, It makes exhange 1;orntrol impossible. Anyone can come along
and ay "This is currency belonging to the Fund and I am free from restrictions."
Tha' otviously is not the I tent I think the draft wants put out. It naturally
has to oonflrmx whatever reguiations there are to show intent, but having done that,
that money Dhou d then be free to leave the country. I think that is all that is
intended, I think that seetalot A, a the gentleman from Norway stated, should be
referred lo the Asterisk Commihree for Improvement in drafting.

Chalirman is there ary t qwther ,onment?

Delegaie from Francoe

A ttrther question Mr.y (xisatr I suppose B reads "expressed in this
ourrLcr' For I nstan e, if the *.rre 4y was expressed in gold, I suppose it
applies . . .

May I ask Mr Brownr to axiwer Mr. Istel? Mr. Brown, we are perfectly willing
that i1 be referred to 'he Asterisk Comrmittee, as long as there is a question of
difference of mea tng I' shboiv t-e d1s-tssed

Mr. Bernsteit. I think Lt was intended when section 9 B was provided that
It shouid be referred to ',he Astertik Coimnlttee - That was really the intention in
the draftinrg of 9B. The reason is tqht the drafters of this provision had great
lifficulty in makingl cear their purpose. They also had great difficulty in
findring the tecnnique for achi4e~ing Lheir purpose. Provision B is intended to
cover oases of this sort. In the first instance in some countries it is quite
0onoe17abie that ail trerraLIoxal Iransation rs wll take place in a currency

other than their own. This may be trae of state trading countries - it may be
true of countrles whose ourrenciec hale very limited use in international trans-
action, If in those instances a roantry should have a favourable balance of
payments on current accosunt it wm l be difficult if not impossible that a
passive Fund should utilize the saubsription of that country for the purposes of
the Fund. That Is in filarnming a finourable current balance with that country.
The nzswer, therefore, to Mr Istei's question is this - This provision is
Intended to assure the Fmil fhat the resources subscribed by rmember countries are
ai I usable for the purposes of tne Fund in practice. Exchange regulations need
not be in w-y way inoiveld though they may be. These resources are not useful in
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practice and consequently as stated, ar obligation to, say France, the Government
of France, by the Governnent of another country, however that obligation is
expressed, would be dischargeable if it were a current account obligation by a
tendering of francs which were sold by the Fund for the purpose. It is not intend-
ed, of course, to cover non-current account transactions since the Fund is not
designed for this other purpose.

Delegate from Canada:

On the very last point mentioned by Mr. Bernstein, to the extent that the Fund
does sell foreign exchange for current account transactions, I would take it that
currency purchased by the Fund would also be good -- and I suggest that question
which is related to sectin 2-A which was discussed yesterday should also be con-
sidered by the Asterisk Committee.

Mr. Bernstein: That was a slip on my part. We have corrected that since the
broadening of that concept.

Chairman: We are told that it was tb intention of Alternative A that it be
resubmitted to another committee on the matter of wording. I take it the committee

is willing to do that. Before we do so, are there any other views on matters of
substance, if any - We will conmit this section to our Asterisk Committee - What
is needed there is not merely verbal change but clarification of the real substance
of the section. Before passing on to the next page, there are two matters which
I might properly take up. They are in the Agenda but they escaped my attention.
Since yesterday there have been two alternatives proposed to earlier clauses in
this document. The first was circulated in this morning's distribution is an
Alternative E to section 2 of the Joint docoment, or rather an addition to that
section which I believe was put forward by the delegation from Mexico. Is it the
wish of the Committee to discuss this now or do they wish further time for con-
sideration of it. In other words, have they had ample time to read the alternative.

Delegate from Brazil: I would like to inform the Committee that the Brazilian
delegation has submitted an Alternative draft of section 3, numnber 5, 6 and 7 which
however is consequential to an earlier change to the second part of the draft of
the Joint Staterment.

Chairman: That proposal I take it will be circulated?

Delegate from Brazil: I believe so, tomorrow.

Chairman: Is there any objection to discussion now of this Alternative 2 -
page 6-D which was circulated this morning? My only reason for asking is in case
members did not come prepared.

Delegate from

Sir, Before you invite discussion, may I ask whether the work of this pro-
posed addition is in order. It talks about a silver holding - Does that mean the
silver-holding country?

Delegate from Mexico:

In reply to the answer by Sir ? we mean by silver holding country a country
which has more silver count in circulation - more silver accounts than token
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Mr. Bryan: Dr. Boucas will preside. The chairman is temporarily detained.

We are going to continue our work of this morning.

Chairman: The secretary understands that we have completed Section 1 through

(c), and that in accordance with the rule of proceeding, subsection by subsection,

we are now on Section l(d). found on page 24a of the draft document that you have.

Subsection (d) reads:

"The Board may by regulation establish a procedure whereby the Executive

Directors, when they deem such actiou to be in the best interests of the Fund,
may obtain a vote of the governors on a specific question in lieu of calling a
meeting of the Board."

Discussion Is open.

MI MACHADO: I would ike to ask just what is meant by this section. What

would be considered a suitable procedure? Would that be construed as far as to
eLiminate the annual report?

Reporting Delegate There is a 100 percent probability that the Board
woldrl't give such a regulation, but I don't think the Board Board would be en-
Utiled to glve such a regulatton. There may be secondary rules and regulations to

indicate whether the Executie Commnlttee may do that.

MR. MACHADO: How about the occasion of a special meeting called at the re-

quest of one-fourth of the members of five nations, would that procedure sub-

stitute the hoeding of such meetig or--

LUXFORD As I would read the provision as a whole, it would be my under-

standing that by no meazs might a meeting requested by five of the members be

supplanted by anv polling of the Board of (Governors. There may be minor issues on
which the Executlive Directors would like to get the advice of the Board and rather

than calling tnem from all over the world, they might do it by cable, for instance.

CHAIRMAN: Do any other delegates want to present any suggestion? If not,
we wini pass immediateliy to the (e) Wilt the Secretary be kind enough to read

(e)?

SECRETARY: "Gojerrors and alternrtes small serve as such without compensation

from the Fund, but the Fund shall pay such reasonable expenses as are incurred by
the goverrnors and alternates in attending any meetings."
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CHAIRMAN. Discussion is open, No objection? Then we go to the following.
The Secretary willi read Joint Statement VII, 1.

(The Secretary read, JOINT STATEMENT VII, 1, Alternative A. Section 2, The
Executive Directors .

CHAIRMAN:? I want to report here. I see we have Alternative A and B, and they
are very long ones. eJnd I think it ill be best for us to read A now.

(?) We find it rather difficult to consider the significance of the sug-
gestions nere in Alternative A regarding the number of permanent seats on the
Executive Committee without knowledge of what the quota structure is going to be.
Similarly, it is difficult also with respect to what follows, to consider the sig-
nificance of' the method of electtrg the remaining delegates without knowing what the
structure of the q±otas will be. Therefore, I would like to suggest to the Chairman
that we postpone the consideration of those two points until we have more knowledge
of what the stracitue of the quotas will be. That will be undertaken by another
committee. It is only with respect to those two points. I think the remaining
material ilL these suggestions are not affected.

CIAIRMAN: What are the two points?

(??) Tne rubber of permarnent seats on the Executive Committee, and the
method of ecei,>ag the remaining members of the Executive Conmittee.

THE DELEGATE FROM BELGIUM I second the motion made for the very reasons
expressed bLy the <emer fronm

CHAIRMAIN Well, we will suggest the motion by the Delegate from
seconded by ;Any suggestions will be welcome, because we are making
sone impraant work for the benefit of our countries, so I want everything to be
free,

THE DELEoATE FROM CUBA: Mr. Chairman, perhaps I do not understand exactly
what was saMd by the 11tilguished gentleman who preceded me, It seems to re
that it might be cery helpful to read through these two proposals because they
approarn the qutestlon of the number olf directors in the Executive Commnittee and the
method of els tior: fCom two different angles, and regardless of what the position
of our quo-ar may be, I think ther is a principle involved in the two
separate seotlozis, it would be very helpful I think and would save time to read
the two proposaeIa

(?; I agree. They are quite complicated, particularly on the manner of
eOectiot and we are prepared to offer some written anendrent, certain suggestions
that perhaps might be considered by a subcommittee and might help in bringing the
general conrnlttee a direction that might help us to get on quicker. I would there-
fore request the Cnalr. If it is proper, to have the two alternatives read.

CHAIRMAN So I understalad the delegate from Cuba would propose to read all
of them,

DELEGATE FROM (`UbA: Both and have a discussion and to the principles involved.

DEFllAPE FROM UNITED KINGDOM, These are very long discussions. I am not sure
that we wiii be aty nearer the discussion of the principles merely by having them
read. I tnink t.he delegate from Cuba has raised a very important point. I think
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that we sight aiscuss this ;itnolt ,alitg the formality of having this read.

ASSISTANT SECPRETARY: Mry Chais'ar, I understood the delegate from the United
Kingdom to propose that we dispense wltn the reading and discuss the provision.
I did t ioknow whether any action had been taken on that.

DEI.DATE FROM UNITED KIRGDOM: T iat was what I suggested, and I thought that
the delegate from Cuba accepted that amendment to the discussion.

CHAIRMAN: We have been discussing the letter (a) of Section 2.

THE DELEATE FROM CUBA, Mr, Chairman, at this point I would like to suggest,
Alternative A and B, in regard to the Executive Directors, that they be increased
from 12 to Q5, ir order to enable the smauer nations to have a larger representa-
tion, and I would also suggest that the principle of distribution of geographic ar-
rangements be adopted and be referred to a subcormmittee to report with proper legal
phraseology to cover that point, It seems to me that in order to have this further
work properly. all geographical areas should be represented in that Fund, and a
method of election of Director sh-ould be adopted that would assure such geographic
distribution. It seems to me that the big monetary powers would retain the right to
veto, safeguard, but we do feel that the benefit of advice of Executive Directors
from wide parts of the worid would be effective in carrying out more efficiently--
and refer to the subcoyrmfttee in order to bring a complete proposal to the Commission
at the next nmeeting.

ASSISTANT SECRETARY: I would iike to discuss the provisions of Alternative A
before we fTcus on a proposai to commit aey part of this to some special amending
process. I rAink that iL voiid be i order to outline in general what was intended
by Alte;native A, so that a-i here wti agree on what was the purpose of this al-
ternativre As we turn to Section 2, andi keeping in mind this morning that we dis-
cussed In great letali the fa t that the Board of Governors is, so to speak, the
plenary seas ion, or the plenary body, hoLding all powers under the Fund, and that
In turn they n~y delegate certain round powers to an operating group. In other
words, as was stated this morning by a numoer of the delegates, it is not possible
for a group of 45 or 50 conritries represented by members to operate and manage a
fund, They by all means should decLae ard form the policies, but if you must have
a smaller opera!:ng group, and thai is designated in Alternative A, the Executive
Directors. Now the thought of paragraph (a) under Section 2 is that there should
be around 12 Executlie Directors, No one is arguing at this point whether there
be eight or thirteen or scretIn Ilke that, It is the principle of a smaller
numoer of trectors who sh .l be responsible for the day-to-day operations of the
Fund, operatirg, of coarse, under the authority vested in them by the Board of
Delegates,.

The question then cors up, assalvl~g that you are going to have a small board
who are gonrg to handle the day-to-day operations, of who should comprise that
group. Alternative A proposes, again for purposes of discussion, that you should
first take the Genera] Manager, tflv is the man who is going to be responsible for
the actua l admlnisryLion in a technical sense to the operations of the
Fund. The General Maraager sho;td, of course. be on the Executive Directorate, but
he Is going to be the man vlJh the fuilest imo:ledge of the day-to-day problems.
Then it is suggested that the five member countries having the largest quotas
should have seats on the Executiwe Di rectorate group. Finally it is proposed that
there be approximately six orter seats on that Executive Directorate, and that those
seats should be hoSoen from the (overnors who do not have a position on the
Executive DIrertorate as a. matter of right. To illustrate concretely, you will have
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the countries with the five largest qiotas naming specific men to be members of
Executive Directors, Then the balance of the countries without any information or
power to vote on 'he part of who came a specific man, shall themselves decide who
the other six menmbers will be. Again I say, six is only being used as an example,
and without any effort to argue six or seven or five. This proposal also
contemplates that perhaps the business of the Fund during the first three years at
least will be so heavy as to make it wise that the Executive Directors remain at
the head office at all times for the first three years. Again, that is for every-
one here to decide, whether that is a good idea, the only thought being that in the
transition period, in particular when we all realize the difficulties that will
confront the world, and the contest in the monetary field, that it would be very
fortunate if you would have the Fund in a position to act and act at once on the
measures that are board to be raised by the respective members. If someone else
wants to say we can achieve the same result by having them available on twenty-four
hours' notice, fine. We won't try to argue whether they constantly remain in one
place bu! we do waxt them there to handle the business when it comes up, and not
have to wait weeks. When for instance, some country wants a change in rate, they
should be raalabale to act.

Then tnere is following that a provision that each Executive Director my have
his alternate who will be his alternate on the Board of Governors. Now that again
is to give us flexibility. I think we all realize the physical impossibility for a
director to be constantly out of his own country and In attendance at a meeting, so
we provide ithat his a!!ernate might serve in his absence, so that you may always
have availabte at the head office of the Fund the necessary members to handle the
decision-t that &'. corse up.

Now, in recognirtior of the fact that you will have, whether you call it fifteen
members or the Board of overnors or five or ten or twelve, you never are going to
have all tie <ountrtes represeineJ on that Board of Governors. That being so, the
second paragraph of' (a. attempts to remedy that problem, so that at least each
country shall nave the right to be present when the Board of Governors is consider-
ing businecs directly affecting that country. To illustrate: Suppose one of the
countries oat nazing a representatIve on the Executive Directorate wants to have a
change iP rate. This paragraph would permit the director or some other representa-
tive ot that oulntry to be present and to argue fully the case of his country before
the Exelutlve Directors when that matter is being considered by the Executive Direct-
orate, rTbat would also apply in any other case in which a problem of serious and
vital cony ern To a partiuiar count ry is before the Executive Directors. At that
point they shoolis have an opportunity to present their position to the Executive
Dtrectorate

I believe n'hat that covers alt of Section (a). Now I gathered from the dis-
cussion by the delegae from Cuba that some of the problems that he would like to
raise go beyond Part (a), For that reason I would like the Chair's permission to
develop the whoie of' Part (a)., I will attempt to avoid getting into the niceties
of how an'y seats there will be on this Directorate, any precise method of voting.
It is the pruirclpies that I would like to develop.

Pavt(b) spells out a technique for the voting. I could spend a great deal of
this i im !-div atng the ta lrlque suggested here, but I think that there is a
principle lnvotvaed that an be spelled out much more quickly, I have already in-
dicated that five members of lthe Executive Directorate would represent the countries
with ithe five iargest quotas. I have also indicated that one other man, the General
Manager. would have an ex officio position on the Executive Directorate. You then
have the queotton of how do you name from the balance of the countries those persons
who are Lo reyresent thLem on the Executive Directorate.



Now the proposal here, In nror is that every country will have the opportu-
nity to name or cooperate in naming a speclfic man, a specific Executive Director,
who will be uanswerabie in a broad sense Lo that country or group of countries. If
i might turn to the suggestion of the from Cuba that there should be geographical
representation, I would ztggest that his will permit the achievement of that very
end, namely, that arny group of courrties wno can control twelve or fifteen percent
of the votes, after you have cut off the five countries who name a man by virtue
of their possession of the highest quotas, the balance, any country or group of
countries that can work together, will say, we would like to have a man represent
our interests that will have complete power to name a man on this Executive
Directorate. Now as to whether that should be always geographical, I do not ikow
whether that will always be the best commlittee. I suggest that in many cases it
will be, and this technique wili allow that. On the other hand countries which
may not be geographically associated together may have economic interest that may
be associate., They may be on two sides of the world, and rather than put me side
by side of a country that Just happens to be beside me, I would rather pool my
votes with a country that may nave the same economic interests that I do. This
woald permi t those two countries t o put[ together and name a lmember to the Execu-
tive Directorate,

I would like to Louch on the remaining problem of voting on the Executive
Directorate as conteinmplated in Alteriative A, and again, I will give you principles,
rather than details. What is contempiated is strictly in accordance with the pro-
vision of the Joint Statement, that if I may refer back now to Joint Statemnt VII.
i,---I believe that I am confused -- I can call your attention though to the pro-
vision tihat i have jr mlzd, nmeiy that -BoIing on the Executive Cooittee shall be
closely re sted to yoor' quo a, and 2i 'as with that end in view that we attempted to
write language that 4ould prolu e that result. I am informed that that is VII, 2,
of the Joint Statemet -which reads

(StaLemnenr read here.)

Therefore the problem is one of seeing that each Executive Director represents
or has the power ro vote the nttes to which the countries which named him are en-
titlei under the quo1 a rsysvtm. Tqi.Is i '.e'' contemplates that that w-ould be dore
tn Lhe `IiOc gu gaY

The file /o'nrries whi h are ox offl>io. so to speak, represented on the
Executive Drrectorate, valeiy the five ,no by virtue of having the highest quotas,
have automati representa ion or the Erecnt/ve Directorate would be entitled to vote
their quwtas pius for country vote For instance, if the country was en-
titled io vote 900 votes on the Board of Governors, that country would also be en-
titled to io'e 500 votes of the Executive Directorate. That takes care then of the
first five members of the Executlve Directorate. The problem remaining is what
shall be the vote of the six members that are elected and the answer there is the
same, namely. that after countries agree on who they want, the group of countries
wants, to designate as their reprsoenrtatlve on the Executive Directorate, the Exec-
utive Direcsors snab, ther te ertltied ru cast the votes of that group of countries.
Finally. the gereral manager has an ex officio position on the Executive Directorate
and it wouiti be his posidon to <oWe Be is simply the presiding member of the
Exoecive Dfiroetorate.

The lia provision, (a), simply pr'ovides that the Executive Directorate my
appoint such fur'ner oommntaees as they may deem desirable, and that they need not
be :omprised entirely of Govoernors ari aliternates, In other words, the Executive
Dircoralte may want to appoint te'ht:ci:ans to consider problems of rate and
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slmilar problemb.

CIALRMAN. I thank you very muoch

MR. BEYAN, NETIIERLANDS Mr, Chairnuari, I understood that you decided, and I
think wIsely deolded, that we shoula discuss Alternative A and B at the same time.
I say thls Es a wine ieos!ion becaure it is quite impossible to have any opinion on
any sort o0 rule: aoout Exeuutive Directors unless one tries to visualize what sort
of -an inst'tution this fund will be, Now, when I listen to many people discussing
the Importance of voting rights, I fear that many people have a conception of this
Fund which tn practice would not work, or would be, to say the least, disastrous.
This Fund Is meant to create and maintain in the world healthy and, as far as
possible, ;rabie ftnarclai and mome t ary conditions. Now, if we imagine that this
fumd would suceed in doing that, when we assume that there would be a continuous
numtber of cases brought up to it about which there would be voting, I think we
would be sadly its~akern. If, in the future of this Fund, voting would play an
enormous part, the FJnti would be a complete failure. We would be in the same
positloi cs parerd.s who are so afraid of the health of their children that they
have the doctor 1iving on "he premises, with the consequence that healthy children
would become crippled and diseased persons for the rest of their lives. What can
this Fund do? This Fund must try to be, first of all, a center of concentration
amongst the monetary authorlties of the world, because only if it is
that !he cecstr.es of the world cooperate in the monetary, there is any chance
that it cOni aintaln a healthy monetary condition. Let us not forget gentleen
that evaluation in not a thIng thbat comes on the surface from one day or another.
Now if <e lragle that th1' priuciple of evaluation can be solved just by voting,
and that It vrl lepear or our otflnF, I think that we will just fool ourselves.
If anyvor. kroowo aything about 'te hlstory of finance, if there is a case where
evalua ionrs I the Ton y way out1 then we will just have to accept it. If there is
a case where the vote ts rot accepted, the member will just quit. If this Fund is
going to na.e any vmeaningr, arnd, It is important that it have a meaning for the
benefit of txle vor-d, fhen It .1hoiud be a center of concentration. It depends en-
tireiy on the sort of peopie who ] vtl be the Executive Board, and secondarily the

way thee people ran deal with tiose who are not continuously present. We cannot
do any good by having oC that Board people who will devote their lives to sitting
in the oun!try where I happens to he the seat of the Fund, who will not play
any part, In the frinr la] i ifse ot their country. It is not any good for the pur-
poses o!f tni:s Fund o have a Board of high officials° What we want on this board
is to have on tisi Fund the highest monetary officials of the countries and they
could be in residence in tnelr own orntries, and be not continuous residents in
the clty of the contrai ba'k, because it is no good saying these people will sit
here and stndy economics, I have the greatest admiration for economists, but their
work Is ir a way so frigntfuli y du!i. What is the good of people sitting there
and otuiyling statistIcs We want people who live the actual monetary life of their
countries. If the world were very miall, we could met once a month, but that is
quite inmpolslbire We ha7re to make a choice. It is essential that there should not
be orny popile wo rnily know the monetary values of Western Europe but these people
know Ciotin!g about %he mo;etary values of China, India or South America. It should
be people who know lntImnateLy the problenms in the monetary life of their country,
nd should be people who represent all these various monetary_. It is not

necessary that they 'should be there in permanent residence.

I hapren to have a certain experience of an institution of that kind, an
lnsItullo% That nas not been frightfuily successful. It had the bad lot of
startllg itL> wl rk when avy lPternatioatal cooperation was crumbling in the world.
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It diI I e thing. It .reated a re If foncentratton among the banr.ks of central
Euloioe There -as always . .... banks to come and dlscuss without
the thj:g be:oamilg a st >t iv the nrl-,. And the situation is not such that we
can just go up to the Dpace where 'cc fund will be, because --- Now the question
arises whether lie fund lar be ru? y me±e people meeting only once a month. I
don't see wiy it rouJI-'t be rln Thai way, because apart from the votes on various
questio s vh I i thile Fund id su essful at ail, whichl will happen --
If there is no rracti1al work to do that could not be done by high officials
sittirng there and you couldn t poise ly ask nine, twelve, or fifteen of that high
sBrL-ding 'ha' we want them to have t, sit around the place and have practically
no aa Iy work to do. It means that reloe people will either be bored or they will
poke eirelr nose i! bustiness where { doesn't belong. It lamy be a little bit worth
white in the first few years to come There. Again, it should be a binding principle
that those people shouil not be iv larntinu,uas residence, but not be bound to
leave he cour'les that,, have extremely difficult problems of the p·ot-war
world vet lied by peoope who un are ir tilha place, and have no contact with the
acthual life if heir eextr

I am must less i::eres ed in ueltier I a vote or have a majority or
minor ty trhai that this Fund wi [ be a meeting where we will have to learn,
gentlemei, wfhat finarnial cooperaioni moeans, but we still have to learn it. I
would rather lie the Thilg in a share tha< can develop somelthing with the good
will aTd iterest of everybady, wbe her I have one vote more or ten votes less,
and there IT corrial] ly every blie that ii could develop. With war hangirng around
I have rrien cOopecratio whiloh woin -I, :4a' tha aL, except for the position of Germany,
It wocu i haze oee! no 'it r i, te,,t Ii in Europe, In eastern Europe, something
very mureh more~ liko free exaflarne witout cort'ol tain anything we will see in
the worldi i a very short time. We c-e rafrald first of' ail, that the big ones
wi]i outvole is anud the big oies are affraid that the small Oftes will not cooperate.

From what I h e seen J jor ' ihtk there is any sense in being too much
oorcetrr&e. First of ai ½ e! us l ;'f orgst that the world consists of human beings
and we ai're gorg tio mli u{lmethrg tha if' you watit to {.lmfyiafe it, we can compare
It with a hiorse art a miotor ,ar, an if we spend days and days discussing votes
we wi] i' never achieve 1 ythin<g at aI

ASSISBANT ;gCREiARY: Mr. Chirnyt I would like to say there is very much
that Mr. Boyon has said ai tha iere 1] <ery mu.h that I would like to agree with,
fo, r i s a te, that we hou d r. iot : i-emrinas' ze the vote aspects of the Fund. In
my ox[pi t at ion: I ' ,fy attrnp ed ie ntke it ery clear what this provision does
,roy ide, I woo u -4 m-h ra'her asy h! o : Vm ot issues there will be unanimity or
there fwi be oc 'eed to vot osie o cry)ore wilt agree on the course to be taken.
I ma afraid , lihoih thfat tire a ie eC r 11 lot always be thait lear, that it will
rot be possibe a flid e<oryitote ua ric elOctive directory if the smate min, and
i that citiigner y it becomes rliortart to ca ll out this vote, and in that
cent irlnienty, ai Lernative A does providei a special form of voting. I would also
like t /nm!o c ent; re ertatii other ,! t, of thi s problem. I would also like to
see tie pootwar world through tile :aamc glasses as Mr. Beyen, narmeiely that the Fund
will :st fave totl mhu't to io. Yet ;I I ha'ie 'ases when you will have to meet,
but I do no t see how yotu cll talk in itnro ni an Exeoutive Directorate that will
meet n e a month nless that Exeauii We Directcrate is prepared to turn over to

nn.me peon' the resp,,s!i IitLes whl .i I would concede to be its and no other.
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To give you tome co:rrrete exampcle, the provisions of the Fund state
explicitly that if a coilltry wishes to make a change up to ten percent in exchange
rate the Fund shall give It ar answer with 24, 48, or 72 hours. What are you going
to do with an Execu'tvie Directorate which meets once a month? Who is going to
decide this question? I do nriot believe that there is any managing director who
is going to decide this question. I do not contemplate that this group intended
to entrust to an aapoist officer who is going to pass on the question of whether
a country is entitiel to have resources of the Fund made available to it, in
Article III apeclfialsy.

Now that would be fine if no country ran into an emergency but I don't see
that that w-il be the world into which we are entering at the termination of the
war, We should al I recognize that there will be a constant emergency and
countries should be free to come to the Fund and ask for a change, and ask for it
immediateiy ..... But I do feel that there should be men there at all times to
answer those questlons a country feels that it must, impose change controls, after
it has left them.

A further question, that of borrowing; the Fund may find it necessary to
borrow one or more currencies in the postwar period, and again, those are
decisions which I believe should clearly be by the Executive Directorate and not
any appoirnted officer. I did not understand the gentleman from the Netherlands
to indicate ilhat the management should handle all those questions. I just want
to make it very clear that I do not think one should handle them and there will
be many queslions of that kind and that they should be available at all times to
handle them thetre Tne Fund is en itied to as much of their time as is necessary
to discharge t heir :utles

DKLFEPE FROM THE UNITED KINGDOMl I don't know whether I have your permission
or tle permission of the group .. Just for the purpose of explaining certain
differerese, the point of view that aiternatives A and B represent, I think it
will heip the gmr>p to see Just wha+ are the questions on which we should focus
our milds i ,ant to clear other thjngs out of the way. Alternative B does not
provide 1' terms for the method by which the voting to choose the Executive
Dieworate Is fixed, 1[ is silent on that because there is a question where
VII, 2, and alternative A has male elaborate proposals for that. We are dealing
with one of the most important art-s of the whole matter referred to this
conmmittee, I hope I am not lackirng in respect to committees I, II mid IV if I
say that i regard our work here as not the least important.

Now, '.e delegate from 'he Netherlands has explained from his experience,
which Is rather Lunique in tris respect, from the doubts he has about the con-
sequenres of a teraive A, and I would like to say, as can be seen from
alternative B, we stare a number of 'hose doubts. If I may, I will take alterna-
tive A mid just illustrate the difference. We are trying to contribute from our
own ikrnowielge atd experie:ice into the pool of this meeting so that something may
come oat of it. We are not interested in the voting. First of all, the pro-
posals of the general manager shall be a governor. Now, that looks very sen-
sibie bhs it lisfranchises the country to which that man belongs. If he is one
of the twelve governors arid is not allowed to vote, in so far as voting is
important, he is dsifranohised, How, I attach no particular importance to that,
so that yoi> hale an outscle mar, one country having to give up a seat, or having
two seats BAt more serious, I think this question of the Executive Directors
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bei:ng hoeo fror rinorg ire g <ard olody else shouid be considered. There
are to pssi: l. ' oh re'v * _ prefer or matters of the .
Inrmese Imrore o , fe t sed h gv board a member representing the govern-
mer,. chre t, ai 'e go - oF'rEd ,I C t > try ..... . Now it is quite clear that
if a :numb~er eJ< *<'rlves, the t ir, gratfui man to choose. It is quite
d0fflLbt to olempiare tha he sna e penranent residence because he canl't
fI t fIi t e 1. :es Ui: t iLe ouilr t. el- f ry lake icith him all the klowiedge of the
governmeni blut he 'ar a i:ger Po reel% e fie governmernt in that sense. However, onil

the otrier haui, there I.s s w i r, e art of *he countries so bring the central
nmoneary auilhlrr to the Feir, i o agate, I think it 8 imrpracticable to believe
that tiat vl t be peasti e Mlr beye7 o:rilled out that that tans that he must
choaose I : ae, a' he aprproprte fstie, a suggestion to cake which would enable

]e pr-nr.piye that d1re rorI at a, E · etnrsf but will enable &ny country which
dos rilt ta'a tIhe man, it w<it s ats g,2 nro- (?). I venture io put to the meeting
t hat there is ra'oer a iffi u< ;rvbenm o o -orki g in the field from which you may
cloo;e th. Ekxcltive D ref-'els J ..y· re? it 'o the Board of Governors. I think

you iay -e the nelp of perople ,ri :, e i raluable in the difficult times ahead
of t Le F >n

The -oil ?lItn is on the q>e oiaaf e 1il-ou's session, There are enormously
imrpo'arft >jUi 'rt:h ',- Eve e Dim- tors have atot to decide and I share the
view of the ,ncks::Ia t ne Ul 'ed SC <+s }e thsne can be decided by one man,
hoeieno :i-l"o l be m rm} be. A'e,,at, es B proieaes that they could delegate some
iiling_ lt tI C ot apeegea Lr oh' e , : alteTnative B there is a suggestion that
sonme IthuLgs mt h? e l le lyi ]e< B> rio Exeeutve Direotors elected. AId if there

are. 1iPe[ anl{ .j1tbec. 5 , K r e "o be rejy frequent at the beginning
a 'la sci ctoel'St Sr'. 1>'fi l r?-lf , [r , oi think I see tese COIntinuous

'h es .tirf e g,L o or inos cv mle for the f rst three years after
the ,A<*f4P , - Ao '[*~','e;} Et*u 't e A r<etlorate to be in continuous session
Out 1 rie tiat net ;loah l' {o o h tappern. I thinTk they have a series of
%mmrense t Imporo a t ec_ Is tortn r t• .a'reiy Pri rol begnnling, and then, from
tl±1e lc !llTme an !]ey Try erie Bait '.ra are techn.iral opera t one perfectly under
tlhe ,Dm[ifeteicy of a g-ol oaff ari tie 4ires iao of. arind it seems to me the'at the
posittorl .i } n e, t' +by , < - lao iaoGoa that first of all you imnit
youtr sale i o of the EteseE e De roe rat to thoset. a ~sic a requiTring that they be

keo'o! ,or three /es ipiti ng an iur[s~e imitation on your
<hoe M " pv wt V t Is -vileal.at; e o :ae The arl er't might pro ide words to the

effect ;thah Te Exet eI , Dir-e }riare sa]]' menet aot less frequently than, say
once a mo h. and at, 11.>' i re fff;lr, anz for suial periods as In the opinion of the

genera.r '11 8er 1s1 req1u red ' ' the bslv.ess of the Flund properly; that puts

the aiW *no i, ]n- <harge orf ohe oft tais -no are fci owirig the economic and
fni >{ tlr>I rrit V 0ruti:e, >1-0 are >fQ £r: ld the develop ennt8 that are going to
lcad to a uluattirm ILa nuts L itf. a position to know that he must have a
meetlrag ef sAy drectCoy; Ihere le omnethtr crmlng here or which I should like to
it 'orM tremt an d o' -hni I i' ujd ii 'e to hare their cournsel; and theizr counsel and
adsi- ei i .±ate been ai ins ilre caJuab e ,i me because they 'Ml have beea in
thrie stred i ± ±1 Tere if tr ome rSsk ]fO being ietached ard livingr in a world of
i its n r e-l not seeirg the ilwz t:fe : tre cointries Delegate powers of
certasl I ]ii e t. 7, ionrs. IsLegeB 1i< rei widest possible way; then,
knowi ng Iha- ½f they are P?:fer> ' e a Pe reqlred.... There are one or two
other conseque0nces 'ia¥ mrilg r uis I rol-ught it miigh help the meetlng to see
these tle naian eo porints of de,. There may be a middie course, Our devw is that
[ i S itt, ie .1 cIa oI Fre _!o i an .t;[, thhe articles of the Fund will be.

tie a; I' t ookS , the k 1nd of pecoe P ,'i , attrac t to ftseif, the kind of
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retatiors they wil estatiish. Phis r wud must grow in strength and not have its
strerngth in the teginning You ought to give yourselves the widest possible
choice and you ougnt to have no conditions which limit, especially in the beginning,
the fleid of your choice.

DELEGATE FROM I find myself in agreement with what has been
said by the Delegate of the United Kingdom. It seems to me that this Is an
excellent saggestion which will take into account the equally splendid suggestion
made by the Delegate from the Netherlands that we should amend it having the top
mnar in the field, and the equally good suggestion of the United States Delegate
that the Delegates should be on hand at all times. If we have Executive
Serretaries who are not necessarily Governors, such men could be in close contact
with the to] man. It has been expressed as undesirable to have the Executive
Directorate delegate to an individual or a group of individuals powers which have
been delegated to it by the Board of Governors. It seems to me that there is a
slight mechanicat detail that we can handle when we discuss the wording of the
project either urver Alternative A, Subsection (d) where the Executive Directors
are permitted to appoint subconmittees or committees. It could be stated there
that In appointing such comnittees those committees have to report back to the
Executive Directorate and that action will be taken by the Directors and not by
the Comminttee or if -we discuss Alternative B, Subsection (d), which reads:
(Subsectlor (d) of Alternative B read at this point). It could be added there
that they are not allowed to delegate such power to a Subcommittee or to any
division.

REPORTING DE[EGATE. Mr. Chalrinan, Both A and B propose a two year term for
the Execut lve (ornmittee but there £s an iateresting deviation from the term of the
Board of Governors and the devatior is that where the Board of Governors serves
at the pleasure of their goverments this isn't the case with either of the
proposals, Now thls wou!dn't matter with those members of the Executive Conmittee
who represent countries which have the right to be represented, but there arise
many compiicators with those members of the Executive Committee who are supposed
to 'epresent several countries, If we inagine that such a country would retasll
the member in the Execut ve Cormmittee, especially according to the proposal A
where be is nourd !o be a member of the Board of Governors, there would arise
some comp] hcations, so that I think we should discuss this point. The proposal
A doesn't hase ,he extra chainrman fox the Executive Committee but the Managing
Director is ex offi io the Chairnan of the Executive Board This Is proposal A.
B elects an entra Chairumwa, so that there would be in the article two Chairmen,
one of the Board of Governors and the second, of the Executive Committee.
Proposar A pr&oides fox a continuous session of three years, proposal B no con-
tinuous session Proposal A, persons elected ... not elected again. There would
arise a s igh i.... wih those countries who elected a certain person by trust. So
that now there Is a very important difference between proposals A and B. Accord-
ing to B, if I understand the proposal, countries are elected which eliminates
this difficutty and eliminates the difficulty. If I understand the proposal B
countries are elected and not persons, According to A only members of the Board
are eligible to be elected into their executive body whereas according to
proposal B either he may be or he may not be. According to A an election process
is indicated According to A, the votes are related to a certain extent to quotas.
Accordling to B there are rigid quotas, According to A the country may be present
whlcn Is directly touched by the question. I do not know how this can be made
possible iA there is ai urgent thing to be decided. Now the last point I would
like to menrion - proposal A mentions special committees where proposal B didn't
mention it In this connection, probably doesn't exclude it.



25

COMMITTEE " OF COMMISSION II EL'CYCLE ROOM

L 00 p z% J y 5. 19 L4

The Chairmlan: The session is oirer

I suggest that we will begin our discussion today on page 26 of the Joint
Statements of No. 2 and 3, leavling a I the questions relating to the executive
directors postponed for tomorrow morr rig because certain groups are making certain
arrangenmnts in order to arrive at any conclusion and present a new statement to
the Coommnittee And so the matter is now in discussion. We may receive the
objections or the remarks about this question.

Question: On the question itself Mr. Chairman, or on the fact of taking up
that question first?

The Chairta, Of that question, of No. 2 and 3.

Questioq, Yes, but I mean on substance?

The Cthaliman: On substarce, yes, regarding to the matter of Board of
Governors (ilt not of the executive Coirmit tee.

Mr. ,!t (Beilgr:): ur) Get emen, I an sorry to take up your time again, but
yesterlay Jhitad been proposel that aome urrmleri not regarding the Board of
Govertors tit lega'dirg t!he exeoule tLttee should be postponed or sent to a
special -ibcour±l ttee !elapse tneov are ery closely linked to the questions of
quotas. Nor we haie tnig qutesior of ;otlag power with the Board of Governors,
which 1s again jery <]osely Inlked tn thne question of quotas, and I wonder how
we can make iuotas i[ we 1, rot had. e same system for that as the system which
was proposed yesterday.

Mr. Lixford (United Statesl Ml. CfaIrrlova I merely wish to state that there
is rxch in <hat the gertileor± f o Be I Igri says. On the other hand. I believe
'hat in.se io, S, page 2, e are ra klg about arl over-all problem that is not
closely re ated to the question of mzaagement or the details of management.
Rather, it deals ,ith the questlon of what i t be the voting power of each
country in the Board of Governord, <ni:.i ,e haie already discussed and more or
less agreed ,r yeoteriay mnorrlng. Tlat is, page 24. we talked about the Board of
Governrrs. we agreed thlK there ioA L e a Board of Governors more or less, and
now we are ta ki•g about how a Bard of (o uer'nors will vote. This has nothing to
do with arn execruti;e iire tot Wo, may be eleited some other time,

Mr (hlt%: I saaid so But ;A is likei. nevertheless, with the quotas.

Mr Luxt'orl: Both are -irkes to quotas. Any question about it?

Ma. Hexner %ernilermer, I t.ik this Alternative A and B, it is trie it is
[inked to quntas bit in ar; abrac'. setre ir means whatever the quotas will be
these two propoeaes apply to It. I ho,<Ld imagine a quota system which would make
these provI'sons inapplicable out , acordirg -o those quota systems which are
discussed . i aouIl unders ore "qulta systems" What is discussed now, according
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to my kvowiege oili be probably che s,'e of the quotas. I do believe that we
could attempt t' jisruss this vot trg ito reference to the executive board and if
we hit a poin which makes It irforssible tc go further we could probably postpone
the discussion of 'tat point vLstti pe wiil know the quotas. But we could at least
attempt to read it and to discuss it with reference to the Board of Governors in
order to make somne progress.

Mr. Gvtt. I agree,

Mr. Beckett (United Kirgdom), Mr. Chairman, perhaps it would help the
connittee if I polnted oIn+ this: It ls rather an accident of the arrangemnt of
the papers in the iooheteaf that you have Alternative A on page 26 and Alternative
B on page 26a togetner. they really nave no relation to each other at all because
Alterinat -e B is talking atouo toe Bcard of Governors and the votes that can be
cast there. etc. When yjo comeis to Aiternative A on page 26, it is talking about a
part~curar ontter which probably wouil be delegated to the executive directors,
and, therefore, there is no connmaection between Alternative A and B at all and it
woull oe a mistake to try to discuss those two alternatives together.

Mr. Lxri: Mr Cra nnar, I thinlk that what Mr. Beckett has said is
absoluteiy !r' e wrIth ragard to the secerd ari third paragraphs of section 3,
namely, there you are wakilt'aboiit a speciai fact situation. I do believe, on
the other fau~d, r.rat paragraph I is peakir:g of a general proposition, namely,
how you snhail ote on the Board of {&oiernors2 and for that reason there is perhaps
a reasorac e over iap ng betw'eer the 'wo i think it mignt be helpful, since there
seemn to re ie.t e cordfnbo' on 'he mr.arer, to set forth at least intended to be
covered cy Al-ervate i A

The f rs' paragraph proaides thm each member country shall have 250 votes,
plus one adtloxa. -ote for eachl par of its equity equlvalent to $100,000. Now,
that votirg you tre arklne atbot ait that potrit is, what are the rigtts of a
country or the Bo&ri of .oternore, What are the votes that each governor on the
Board of o'ervorsc vc'en? Wrhat :o'es wvi he have? So that there we are talking
of The riggbtes' boy sand we are dlshsaeing what each country votes wili be on that
nrghest body,

N r, te formnua tat heaS bees snqgeste4 here, In the first sentence, it
contempra<ea 1the neeessty for oombining two ilfferent factors, There are obvious
reaso:s, <him] a ] of you know, why it would be desirable to; have each country an
equal tumber of <oes. There has bear a te:b-lhnique that has been used before many
times by lnrerattor o bodiep. Or he other iand, there are perhaps equally
persuasive feasors wny you snould not hare yoLr :oling tied to the amrount that
each orCt' btues In1 the se:se of a business corporation. What this particular
paragraph attempts to do Is to equate, to bring together and balance the rghts of
each <twrtiy as a toutry aad Its iriestie: t so that both factors are represented
1n your and product, namety, the votes of a partiicular country.

Now, the for~pia suggested eare contempnlates that each country by virtue of
aoep-ing membership wiL be entit"ed to 250 votes regardless of what its quota
may be. In al2:tiorc to the Ž50 votes to wmlocn each country is entitled by virtue
of memberchtp, i1 is a&lo entitled to Tores0 depending upon the amount that it
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contributes- The particuiar flurflAI s nlh has been suggested here contemplates
that for eanch $100,000 that a *ounmrt cot tributes it will receive one additional
vore. Therefore, if one counirry 3ho>, corntrlibute, let us say, $1,000,000 its
total votes wouldi be 250 plus i0 votes. which means that it would have a total
vote of 263.

Nowr, this particular formula was intended in particular to give the smaller
countries, the countries wtlth the smaller quotas, voting strength by virtue of
their acceptarce of membershbip, recognizing that if you were to tie it entirely to
their quota their votes might :ot represent their true interests in this organiza-
tion.

Turning from the first paragraph to the second paragraph, there you are dealing
with a very particular situation specifically under Article III, section 2. You
have a provision that the Fund may waive conditions regarding the access of a
particular country to the Fund.

To iiustrate; Under Artil'e III, section 2, a country is entitled to 25% of
its quota durtig any 12-month period In the event that conditions within that
country require in arny particular 1i-month period a svum greater than 25% of its
quota. The country has a right under this document to apply to the Fund for a
waiver of thi3 25% provision so that it is possible to give it a much greater amount.

Now, on the question of taijuer,, you have a vote. The Fund will vote on that
question and, at that potnt this particuiar provision comes into play. On the
date that the Fund is estab] ishel, eah cour try will have its quota in the Fumd
and the vote wili be in 'ne rctrinfay way, Or the other hand, it is perfectly
conrceivabie that over a persod of time you wiil find that certain countries have
drawn heav ly on the Fund and other cotr*J 'es have not drawn on the Fund. This
formula attempts to aljust for that contingency and the procedure contemplated
woulJ be the! of this rarrow question olf waiver each member shall be entitled to
a number of' roes modified from its normai as follows: (a) by the addition of
one vote far the equhLaien1 of each $200,000 of net sales of its currency by the
Fund. That is, as the r urrenoy is witihdrawc from the Fund by other countries,
the country whose currency Is being taken from the Fund will have an increase in
its votes o: the banks of olne vote for every $200,000 of a country's net pur-
chases of the currency of a memner cc.xry. Thus, if there were only two countries
In the Fucd and one count!ry were to take the currency of another country -- let us
say $100,000 .- out of the Fund the ne' result would be -- My example should be
$900,000. It Counrry A took $0y',000 out of the Fund or the equivalent, which
would only be the currency of the other .ountry since there are only two countries
in the Fnd, the net result wowid be that the country taking the $200,000 would
lose one vote. The contry whose *ucrrency was taken would gain one vote.

Now, that provision only applies on the question of waiver plus one other
case, and that is in section unomer Article iII, which deals with voting on
whether a couutry is using tne resovres of the Fund contrary to its purposes.
Those are the only two occaslons on which there is any adjustment on the voting
technique.

Now, as Mr. Beckett did point out, probably these votes that we are talking
about now wouLd be votes or the execut ive connlttee, but the point that is
attempted to be establishrd here, regardless of when that vote takes place, you
wl make a4,justment on these tio issues depending upon whether a country is
either a net* if I may use the rerm "borrower" -- from the Fund or a net
creditor to the Fund
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Now. the iar §aragrapr aga :r genera]. It states that, except as other-
wise speIfiL-a I rrovldeA, ai t a!-ee< raefore the FPnd shaIl be decided by a
majorlty of nthe aggrega'e Votes as That wail probably be more clear to you in
termus of some of the eare ir d1ra1 hnere you had. sprinkled throughout the document
"'/5 votes.' Most of these prowi, 1 S have been eliminated from the draft, There
is osne oase 'sat I car thlrk of <nere it siMi limits, namely, in the case of
changing quotas a 4/) vote is stfi requihred, There is one other exception,
possibly, to thIs provisiaon Prorau y when you get to the question of suspension,
votlr or. the frcrle e wi thtawal of a <ountry from the Ftuld will probably be on
a oouxnry oasis rather 'hao on ay basis of quotas.

Mr Co btie r, eor (S a<g(i Norway Mr. Cnalrman, I shonud think that this
secotl par ~ ola, Žat .er I oelŽy rrl and to Tha% we are going to do about executive
<ozmi ,tee At arj rate, . in ery oseijy related to the spirit in which we are
going to solve the fttlalon' of the e-,e .mi.e cornittee, Aid in comatection
therewith, i shij i iie to ,erink tat it nas not been declided and I hope it
wifl nrt te to -e aset te iJfe eied tv Ihe eyec&tive w~i e voted according to
quotas I oine lhat' we ; I rea:ch a paoe whnere we an decide that executive
diree!<rs w i voe vi< la] iy 1 i Khe only proviso that in order to avoid that
we wit Aie to :t ve- ur big memtbear meT¢e tnan one director, two or three to a
very arge ,>ke. 1' oso doe, o aw&y I t'n lnh p~ini 4pLe of voting as individuals
rather hat 9Wo irg as representatlies, of ointriles. I 'on]t want to go into that
mratter arny fu? tier ,iow siine ] tIt ote DI) for discussiot when we disuoss the
whote quesa' oo. ,f ee ltie cmr tl tees. Therefore, we are not quite able to
discuss ]' ft ax

the i,,~ 'h ne h 2w ~' tn ay, J ©,' genrai Iatute I am rather horrified by
the s[itri k'. a tehiml .t~efe ql/e~r ir S I: aakes the impression that we are
going or a rlke e 1e 1 o rem bet wer. ,ie 'Irw uous and the slnful, the virtuous
te p, teore 4>:· ir S' ire tif F I , n! !e ! [95 it being those who use the Fund.
rThe ron roie~oon; C a 'ohti rvU. h- il ha e more votes than the sinful.

Mr Chatr: I tLtk 'sat oi te nmot unnappy if we couidx't get ourselves rid
of thate r :e? : i,, o u J no< re ro> nie-ed a adJ +hMng to use the Fund. If
sonoonre ai[te -,e 'i-l &r e w as swrte~ If we otart i this business that the
greate&t tla.,uhi ly of <>< i %i) .t here wli work this iFini in good. faith.
If we, du:, assume uhat uha 's the goo1 of startIng a fund that is meant to be
a fur:l ,I truet & i.,i > [! if <nfe ,')>y joest do a½hat ''here are various means
for t e ' nd +i IF;'e -nee - i tan eer taske sai< 'ions it can take reports. In
tne eel r'nitai ave tha' oiisdlvol r[Ies 'o ,make wrong use of the Fund, doesn't
take Ithe :e: proiled 'here thou, td >o )i:,trlnCton between Class L, virtuous,
who if) f{' h tee Foii a., t ja , vno io 1ase the Fund And apart
f'rom the la <e i r '' jjs ½i, the at 'le a o' it, I want to warn all people here
agea ir i n a eep' o La; it , ti>. *ck the possilbilty of this Fiund ever
Vei/n usefu, at a.!

Mr. 1etsnec May I assurpe Mr' U b jr sen, Lhat your objection is only
againti thiso o' to of [rr Slio .

Mr. L, t' e': Yes Tw, 'hi:gs i rs t of all, 1 dont agree that the
Ireot oe , i tt e oI 'he ier top sc ii ,o d e a y quota, Se..ondliy, I am against
th o et oe a yhn 4ooullo riSlie pe p > e gho use the Fund.

Mr. b]t cr1 hr'. hAitNusan, I chIonk that I- many of these cases that we
are giltg r, u; v i e F14 y il are rear y ri±ilng into a basic problem of,
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what kind of an anima lis 'he Fu:li Ail I don't kT4ow whether it is going to help
any of us to taLk morals about it I think when you start gauging these matters
as being "sinful' or nerfoct that im s I ot goig to contribute too much to an
evaluatlon of a conorete proposal Atirhough I can understand the analogy might
perhaps clarify the issues in rertain cases, I do not believe that it helps here.
No one here is talking in teor= of sin

You have a quesiion here, too, of a: international body that has both
political ad economic phases. In olher words, this whole document is an attempt
to rnrry, to mirninge and to blend the political aspects of this agency, with the
practical business aspects of the agerny the economic aspects. Institutions in
the past have teen established on more or less completely cormrercial lines. Others
have been es aolisned on completely political lines. This whole document is an

attempt to btlend those two concepts Neither of them have been perfect. You are
dealirng wIth an lr t ernatlonal probtem The spirit of this document is to bring
together poltail o onsilerations ani e'onomic. If you will approach this

paragraph !i 'hat irnuse of reference, as a question of being one of economic or
buslinessn aspets of his problem it is fairly easy to understand this particular
prorvi tori.

Spec afca !y, I thick all had experience in the past that we have with credit
lnstiitutiors and the more that wty butiness who borrows from a credit institution
the more Ire redit institttorn warnts to have a voice in that they are saying.
Now, the lanalogy is by no means perfect, It is probably Just as bad as the
"lsirufl" ana ogy, but <omewhere In beiwvet is the mean we seeking here and the
provison zovtempia'e here is Irias as a couitry continues to make access to the
Fund the FiJrj Is inttersiel In rett !l anti in bringing back the funds into the
Flad sfl tha+ it wit[ te atle ti hanie the aexi emergency And this is Just one
of the ways in whlc you chn say tnat the Fund as a whole is attempting to restore
the Iquld a<sets of 'he Fbtd 4o that it can meet the next emergency.

Mt. BEaavoski (Poland: May I afk wnether you don t consider it as possible
such exarw> as I shail give you here? If y counrtry uses 25 percent of the quota
in the firs! year -: t may be also i0 mililons of dollars -- then according to
the fonnu[a Pc ard may lose nnnpJeteely thelr voting power in this question in the
firt year- teca!se -hat will be more than the voting power of Poland at all. I
thi;k hat itne idea to pena Lze ie ltry hich Is using the Fund for the pur-
poses appritved aRd ePtatlisbez In the Fund has no justification at all. But even
I- that tine you mlgrtt sayg ha' th, sesa. iatvon may be too big.

Mr. L'xford Mr, Chainra;, I <ojid Just as a point of explanation say that
if Poland were To >se 25 percet uf t las quota luring the first year -- is that
yozr q'<esto' ? Did I rnderstaxd It erreTaty?

Mr. Baranski, Yes

Mr Lufrl: £5 per- ent of tee q!ota. The reduction in its quota would only
be IŽl yerte-t of is votes Let is take the extrem case. Suppose that Poland
used 100 perce' ofi its quota In tja!, alse Poland would lose 50 percent of its
otes ard Jnot 100 percent.

Mr Brigen I regret to interrtpt this interesting discussion hut I want
to suggest the, the Committee might deal with section 2 and the first of the part
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of the suggested part of se< ton , A. ternative A, and leave this otner matter
because It -s aauire lesir tely a separase principle. I would like to discuss
sectilor and the Aiternature B, wihl n relates ciefly to section 2. We have
nothirng to do w'ith sponsorirn AltevTitwa e B utu we prefer the text to the original
section P, and for nls reason, tha <e feel that you cannot actually relate the
distribution of no, log power to the qootLas at asi closely in practice. We are
deuarting from It aiready in thiz proposal that there shall be votes irrespective
of the quota. if you reoaLr he difficulty about the three objectives or partioi-
pation, finrs of all a criteria for contribution, a criteria for participation in
the Fund anl <hen a criteria for voting. you get an impossible combination so that
you carrinot use a:ny fornmula probaury for atll countries for all three purposes. The

capacity of a country to contrlbute o to the FuAd may be, and (oten is, very
different from its needs of partclpat or: In the Fund.

We I Australia feel ue must have a large enough quota for participation. We

will contlribuie what is ne essary for that. But we feel that if we seek an
adeqtate qtrci we do not at the same time eant to Lay claim for a proportionate
anoourt of vo ilg power, a d i s v for that reason that, *;ile it may be proper to
base voting power upon the quotas and to vary from that base as may seem sensible,
I don't thirk that we cai reaidy · rractice ha-ve it CLosely related to the quota.
I do not wi':h to make a y suggestion of my otrn, i support Alternative A and
AkterrnatUve B I- that conrie( Ion. arad 4oui4 suggest that we discus8 that and then
the firs' part of A] ernttlve A, avsw gulshlg that from this proposal that we
have jums vee dls<Lesirg Jo reas :,s of sniip ificatios.

Mr He- e Mr, CQ'atymac, try I c 4iCa'e the points which are at issue

perr-aps i, orJer So hbt an flea hno to t'lek jow± tihe aiscussion, I suppose that

we may dl r Scua & e Kest list.-v A. ernat'ves A and B together. The first
quessIon is whether the tores 1n the gover:ning board, unletss otherwise provided

for -- I mear eie'In r of tne eeeu',i e -- unless otherwIse proaided for, whether
they soalt relae verest to qlotas as <u Alternative B or Thether it should

rela'e to qotas, i: adtilOr tO 250 votes. This is the first question.

The &se. o:i Ql 1 w4e.feor there shoutd be a change in voting power with
referene ,o leftar' jesttlons as &pr: ided foy it points A and B, I would ask

your <,onsderatlsc -wnetrer tf is poil:t nas so very much siglfiancane for those who
propiJse it? I ilposae !aere <il re a groarp with very strorg voting power which
anryway o> ?i, o e wr.: the re!!oer ototrtes, but I don t want to go further
iro tilis ,qttsv·. I -a' A pernas e wise to Bonslier w'ether it Is really very
sig:[<oan', wretlher tt 's wortht hite Go make it as a point of issue.

The hirt tolWn wliih is ;cry mport'at. is that "except as otserwise
speclificsaly mrovIe4 f'rv the otes sEnoulld e taken by a majority of the aggre-
gate votes .an' -" N©w, lrioc can be > iertt toc only lth reference to a certain
quorumn. pthere Ls rno qorumn in ALternati.e A ~ at reast, not in this point --
so we may tarke the qnorwm from B and this quorum provides for 2/3 of the total
voting pooeir.

The nett pj. nt we o il dis ur is wshether this 2/3 of the total voting
power ts an aMequate quorum. Ho'e er, i .t~uli cail your a&tertion to the fact
thai it. w I be good tto K <niler -a' La goig to nappen If .here is no quorum
mecas a ce re e urge mat'ers .:h ih have to be detied 2 there is no quorum.
So tha' tSneoe ho±d te a, aosver g; jer wihelher here should be a quorum which
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should der tie with members present or ineaher that should be regarded as dropped
i suppose there is :o doubL that ils quorum prooably doesn't relate to voting
according to WII, I. (d) that means whlen a vote is taken by cable. It means
that in that case if there is no T- i ort know how the proponents meant this
quorum problem in the case of vot' g taken according to VII, 1, (d), by cable. It
is an easy thing to answer in one va? or the other. I suppose these are the
issues which could be discussed.

Sir Wildred: I think this conmitee owes a great debt to our Reporting
Delegate for the way in which he regularly brings us back to what we really are
talking about. With the permission of the committee, I would like to comnent on
Aiernative B. First of all, In 'he agreed statement of prIn iples which was
published it Is clear it says the Itstribution of the voting power on the board
shall be ilosely related tol the quotas, And That is published as the first time
of our agenda. Alternative B, I thlnk, can be criticised as being a rather lazy
alteroative. It says the lunumber of vot.es which each governor can case shall be
related, i> the quota of t he member acpo[vted governor. All that that has done
at that stage is to make explicit that rite on the Board of Governors shall be
related to quotas. But I am afraid Al has not gone on and possibly it should
have to dis auss how to cal'ulate tre quotas' strength or, the Board of Governors.
It accepted 4 he priccipbe thaL voting on the Board of Governors should be by
quota strength, but it di I no go on to discuss how to calculate it. Now, the
United States delegate, in erpiaining the first paragraph of Alternative A, said
that it was anr attempt to weigh ivto thi-gn, to put two things over, the
caLculatlon of votn~ s're:gtti, 'Irs , the universal equality of all member
cortrtes te'l;se thie had be ocre members and, secondjy, In accordance with the
principle that is in the agreed :talererit of principles weighting by additional
votes relate n mC In the first paragraph rerated very exactly to the quotas. I
think that the qilortn par' of Alterrat,ive B i should like to get out of the way.
I think the Roorting Delegate was right. It doesn't really arise now, and what
the Alterloa e B >as riing was mnake I t Lair. that you aid not require all the
Board of no erTlors to be present physlcalny, or his alternatiwe, in order to give
a yalia iecision by the Board of C, verrors. You cannot oonremplate that that will
always he poss1IOe, EBut the articles must provide that there shall be a
munlmsat, tumNer of go e-nors r their a] ternates present in order that their
decksoro shall iae valldlty, At] the second part of B was doing was to make a
suggestIon aooW. the irlrjlun vo' irq streg'>h represented on the Board of Governors,
whicth woul give ailidity to the de:<isioUS of the Board of Governors. It is quite
true tha' vl 1l not prowdle Lo- the compilcations of 'hat you would do with a
quoruit wh~e you caid caaze to peopie. 1 am afraid we were thinking all the time
about hyvolnia discussions around a vable and rot this helpful consequence of the
enorm'ozs qat lI!y of ib~ent1,rs by Amerlcan irventors.

May I ask tmat th:s quoran qiestloi for the moment be outside of the dis-
cusslor? What we are asked 'o conslier and to discuss now is, do we agree with
the statemntr of princ pijes t nat uvot ig on the board shall reflect fairly
accurately 'naL one mighlt call the ecnomle ina!erest of the participating
ouintrJes in their co tributlon to The Fund. I suggest that we must accept that

principLe. i' seaem the oniy possi'le one that il be a working principle.

The second questio,; e are asked Ls Iten you are translating that is this
comtinatior, of a unit vale for ail members as members plus a weighted addition
equal to heir corr itutiorn to the Fund Is that a reasonable way of trying to
link the poit a] equaamty of the beloters in the Fund to the inevitable economic
differenCers if ocntr ibutlol they are al ie to make?
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is 250 votes plus this addi tionai vote for each hundred thousand dollars of
the quota a reasonable way of doirng :t? I think it would help very much if we
kept also quite separate the other part of Alternative A which the Delegate from
the Netherlands has crrticised becatse there is a certain corollary. It is a
quallitcation of the first priocipie, But I venture to put to the Committee that
what we are asked to decide is, do we accept the principle that on the Board of
Governors voting power shall reflect the contribution that each country has made
to the finances of the Fund. Secondly, is this a reasonable way of giving effect
to that principle.

Mr. Bararski: I made really a mistake in my calculations, for which I
apoiogize most hummbly.

Mr. Hexner: I think that is tne problem at issue, this 250 votes. There is
no doubt that whmt the British Delegate expLained corresponds verbally to the
JoinT Statement. I suppose everybody who read the statements -- it means the
drafts as they fo iow each other, knows the story of these 250 votes. In the first
draft they were ,000 votes, or they were 100 related to 1,000,000 votes. So
that in this reiation there were 1,000 votes. Later on, they were boiled down to
500 votes. The ilea is to give a certain voting power to snall countries. I
suppose from tre polfit of view of just1ce it is very difficult to state something
to the rigtlt or to the left. It Is a p-roblem of protecting small countries or,
not protecting, th.at is nothlrng why they should be protected -- perhaps supporting
small countries, something like that, these 250 votes, The question is a question
of substan'e, the queoitor of voijtion, which can be argued with great difficulties.

Mr. Dufrar Batle's (Euiiatorj Mr. CraiarcroiL> I have no intention of appearing
"virtuous" ky what I ai golf to say. Aithough I realize that my primary duty is
to defend the interest of the ouimtry which had honored me with its representation,
I be leve that i ha'e -- arid I hope that many feel as I do in that case - an even
higner duay, and tha' Is to defecd the Fund, to aim at making It a success because
in that man:er I am not only looking after the interest of Ecuador but of all the
zatiorz asooct atea with it in the Fund; and, because of that, I believe we should
keep 'he Fund iv,uri arid safeguard It against error or abuse. For that reason, I

ram wholly : sympathy with ilthe necessliy of preserving the principle appearing in
the Joint Statembrn about relating the voting power to the quota.

Firthbotrore. since the second paragraph o< page 26 relates only to Article III,
ao has been poiy-te ou' by one of the speakers, I believe the United States
Delegation -- I do not 'tke tha' as a punlshment; I take that as one of those
safeguarding mneasures to which I have referred. If a country is in the position
shown in Articie III, parmgraph (Q}, o page 6, that country's position has been
weakenea and it has a tendency to weaker the Fund if no measure is taken to correct
that measure, To my mMnd. the second paragraph on page 26 decreasing the voting
power of rount ries in the Fund is such a Corrective measure and as such I would
be prepared to sipport it.

Sir Wi rfrea: May I ask the Chairman to give a ruling? I am not sure we have
disposed ol the first paragraph May I ask as a point of order that you rule as
to whether we ha'e d4gsposed of It or nhat we will go on to the next? So that we
waii not iose >sr e yes again4

(No actlos taken).
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Mv EsL (Ccisa,. On behaf of t[e (Ckliese Delegation, I beg to support the
case male by the Ecuador Delegation The Phinese Delegation considers it very
importent thai voting power shai i e Sc;seLy related to the principle as agreed
unon in the Join Statement.

WIth regar, to 250 totes a- a basts, this i think is normal. What is
important Is he one for the several nhnarel thousand dol ars. And, turning to
the (a) arid (t) anier this Alternative A, the Chinese Delegation is prepared to
agree in princlple bua wcuid like to suggest that the $200,000 for every vote shall
be changel into $2,00,000 in order to ighte, the penalty

Mr. ColbJornser (Skaug) I must atiit, Mr. Chairman, that I amn getting a
little confused regardinlg what are the Issues here. Now, we ail seem to agree that
the votirg power ar be related to the quotas and it seemns to me the questions
before the Conmtttee is, how arid how st rio ly shouid they be related to the quotas.
As I tnderstarti, Alternrative B proposes voting power wtich is proportionate to the
quotas whole A inserts a 25C0 asic-.r io *ne After what has been said from
Ecuador and C tria, it may seem 41ff ullt to get up arid defend Alternative A because
I understand both Ecuador and Crnina ant Albernative B. I was a member of the
Norwegian Deiegat :on last stemner hilh had the pleasure to discuss this problem
with the Treasury representatives and I took part in the gradual decrease from
1,000 C o 500) and some time it <isappeare altogether and now we have 250. Now,
we don't wart to give the impression 'hat we are so terribly anxious to get voting
power or anl these sorts of thitgs tu e do feel that also from the small
countries here are good people ir these fields, people who understand things and
might be aLte to mc.ke a <orn t itItol o ii qr>4ci9iols and to the decisions which are
goli.g to be male 'y L ?e F aii fo r that reason, we think it is justified that
we should have a tasio h !e -_ I shouwi not otject to 500 but I am not going to
raise that, ques io'~ le thbe 250 w)lih ii proposed in the aiternative, In behalf
of the N1creg an De egatio-, I zoi, d ike <cry strongly to support Alternative A.

Mr. Honveros (Mexico) I waw t, pooint out to this commitee that the
Mexican Deiega ion is ai o s rong y It favor of that first paragraph that is under
diassisior tu' i mus' po .t oat Shat '/O vote has to be take: in relation to the
tota o'es, i[ r:<her oY Is, !nat . u d suggest that the question of how many
,,ores of a tounarry stoul beIe p itp'e, u.t1i, as the Delegate from Canada proposed
yesterdlay, we k' w he acheme, Lr '4 iai scneiule, of votes, In other words, I
favor the princpoie of assigr1 g to ea h ountry as a member country a number of
votesI Ho mal y oes, I uii ,ea e !or talisussion which <ill take place after
we kn:w trla <them,,

Mr. Hexne, BDt, Mr Chnaierm , nRay I suggest that we finish our discussion
on the ftirst art of thy. pa't op: re o Crdirg that there was a disagreement in the
Commitro e hthe wete otrg I the Boarl oit' §oerors should be related directly or
rlgidiy to he quotas or whether a certain amoatt of votes should be added to that
vote.

Mr Monleros Mr. Chatrmar; a Doini of order. I would suggest That if we
first deoide 4nether tis cotm. ~tee ac.ep's the principle that each country should
have a aniamber of %o'es lrepeler!t o 'l it quota wotes,
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Mr. Hexner. Wei,, I suppose that the Committee isn't supposed to make majority
votlr~. It means to outvote each otner. We are going to put into the record there
was a disagreement. it is obvious ,ha& the Representative of the United Kingdom
opposed the adding of a rigid number of votes to the quotas and this in itself is
sufficient to register isagreement .

Sir Wilfred: Would it help if 'he Uyited Kingdom withdrew Alternative B? It
was newer meant to suggest that the relation of the votes on the Board of Governors
should be rigidy reiated to the quotas. We have no objection in principle to the
suggestion in Alternative A and, it order to avoid any implication that there IE
disagreement on the principie that each country shall have a given number of votes
as a country, we are content to withdraw Alternative B.

Mr. Hexner, Would the Delegate of Mexico oppose this number 250?

Mr. Monteros i would not oppose It until we know the relation between 250
and the total aggregate quota otes

Mr, Hemier; We could perhaps register the following decision, if you agree,
gentlemen: That there is an agreement on the first paragraph of VII, 2, 3,
acoording to Alternative A uith the remark that the number 250 has to be re-
considered after knowing the quota partIcipations.

Mr. Lpxfora: Mr. Chainman, I thlnk it might be helpful if the Reporting
Delegate could now surnLmarize paragraph 2 aad 3 for us, he has done so well on the
first paragraph.

Mr. Hexer: I rousd not ralt to compe e with Mr. Luxford. I suppose you did
an exceiien! Job on that

Mr. I uxtford I oc y meant to sunmrarize the sense of the matter; I think we
have lisruosed, ad I thIink in the ssoe way that you have reported on one to us
maybe you <ai ei i us 'here seemn to be disagreement on 2 and we caa leave it at
that.

Sir Wl fread May I ask, first of all, I understood from the United States
Delegate tha' tP.s <IA be ameeded 'o real Artcle III, 2, (&) and Article III,
(/)- It is ot Lh(h Icnoe of Ar+5l e Ill but Articles III, 2 (d), which is giving
notice of fruspers1or. at, 1he alver" and Article IIi, 3 -- Article III, 2 on
looseleaf A o[ the ftdtr.

The se, o;/1 qtuestion is rather more techicai: What is the meaning to be
attached to aiju;t the vooe in the transactions in gold? There are one or two
possibie meerting and i wouta like to know what is involved in this. I don't
know whether It ,awouid be convenient to the United States Delegate when he is
replying, with your permission, if I also raised two other things which are not
quest ilos of interpretatio,:

The otner Is trLs: I wonld ]Ike 'o know whether more consideration will be
given too tie suggesilon l wh i was raised by the Delegate from China that halving
the iotlag power of the rou:tr'es !r tifese circumstances may be an unreasonably
strict creaument o! he situaio:. IL appears to attach more significance to the
rest rctionr of voti g itara one would hope would apply to a situation arising under
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III, 2, (d) It is certainly arisl ig on the Waiver. But if the United States
Delegation feels that something must be done to the country which is in credit to
the Fund to weaken its voting positior, whether it is not simpler and better to say
that the country involved does not have a vote.

Mr. Luxford: On the answer to Sir Wilfred's first question, I think we are
in agreement in principle with his proposal to spell out in Article III the
specific provisions involved. The difficulty is that while it is very easy to say
III, 2, 3 -- that is subdivision or section 3 -- declaring members ineligible to
use the resources of the Fund and that car be done very simply. It is a little
difficult to do that on section 2 where the only waiver provision is at the end
of the section and does not have a letter after it. I think it is a drafting
detail and in the next draft I hope the Secretariat would fix it up so that we
can put it in there that way.

Now, as to what adjusted votes in net transactions in gold, I believe that
that provision was intelnec to take care of the situation so that a country would
not be getting votes simply because the ~ld in the Fund which had been part of
its original contribution was being couited, I think that what that really means
is that you woald deduct the gold part of its quota in calculating the votes that
it would gain. I believe the Canadians made that proposal some time and we accept
it as being a reasonable interpretation of what we were driving at.

On the third question as to whether the figure of 200,000 is the right figure,
I would only say that that is oertainly something that the Conmmittee should consider
and tha + I do not belieue it is something that anybody has any real fixed views on.
It was put in there as beiing a simple tay of throwing this matter open for dis-
cussion.

On the fourth proposal that a ouritry Involved does not have a right to vote,
I would be a little concerned about that as being a fair alternative to what has
been proposed here ana I would be concerned from the point of view of the country
involved. I do not think that because that oountry may be using the access to the
Fund or using the Fund's resources that it should be denied its full vote. At
the outside, the proposal that we have suggested would only deprive them of a
littie less thean half of their rote, If' aey would use all of their quota they
would still be ent tled to half of thelr 'ote and I think it might be regarded as
a little severe to deprive them of their whole vote, But that is a question for
the whole Committee to consider, but it does have the merit that Sir Wilfred has
suggested, it is a ilttie simpler; and to say whether that statement makes up for
a possible hardstlp would be something for this group to determine.

Sir W[lfred4 May I ask the Delegate from United States about the explanation
for Artcle III on net transactions in gold. I think there is a need in final
drafting for simplification. If the amouit of currency exceeds 75 percent or 100
percent, then it has the meaning --

Mr. Luxford I am agreed, fuliy.

Sir Wilfred: I am content that the last suggestion that the country shouldn't
vote should be left to the Conrmiltee, I don't question that.



36

Mr. Hst: The reason I ment ioneai ,000,000 is because I thought that while
the Chinese Delegation asrees that there sha Ll be some penalty for a member country
to draw on the Fund and, on the othe and, to give the equivalent number of votes
to the rediter natien, I mentloned rat in order to say that while we agree in
principle that the pernaity to the mnmbor country should be as light as possible,
so Instead of 50 percent I rake i 5 perceot.

Mr. Hernor: May I ask the Deolegate of the United States whether in practice
this provisIon may be in reality app iled in the sense that it will really influence
the voting. I don't want to go into the merits of the question, but I have the
feelring that there will be a strong majority in the Fund who are going to defend
certain interests. I doent think that thin point is going in reality to influence
one of the decisions of the executive conmittee or of the board. And it is a
somewhat complicrated provsilor . I l<uppose the intention is that the by-]awe of
the Fund -- we are diseussitg first the constitution of the Fund -- that this
constitution should be rather simple. if there may not be expected that this is
going to ifluience real sitzations in practice. I would like the United States
Delegation to aonrsioer whether we shoudin't't drop thiis provision from the by-laws.

Mr. Monrtero: Mr. Charinar, Mex i'o has to voice, also, her strong approval of
this principle. It may appar inonrlsistent wilb her normal position as a debtor
country, but has it not always been true that creditors have more to say about
lending money that borrowers? Is i noi obvious that when the Fund has lent more
money to a singe outrt ry that courtry shouid have less to say about how the
Fund's resources ~i[[l be used. To us, it is one of those principles which are
bast> if the constitut loi f trh S Full]. Not that it should be so. We question
from a hlyer pc rtl of view t! prt pr ipie established in international finance
but we lake it as something fulniane,: a] that when we undersigned the Joint
Statement we all thought that tat was a basi principle, that the creditor
nations shoi[i hsave froportmioateiys more votirg power than the debtor nations.
The matior that my dl ntrguishei o leaglue from China has br'ought up to us, how
to measure this iifferenee It pevally, although it is a word I don't like to use,
is to me mire impora t tan trio rmat ter of principle and, therefore, I would ask
a]so whether tnere is ge*nerai agreemen t in pirilciple a±d not in quantity. Isn't
that, alter ai I, the general feeoi g, if, this meeting?

Mr. Sbarauris: I should like t, add to the discussion that I do consider
that this principle is Ir aicordiare with the aiml of the Fund because the Fund
ains to bring an aid t: hel p the sinai .ou:tries that reed the help of the Fund.
So I ion't see thy they shoul d It p~ita.ized when they use that facility that is
afforded themi. That is why in the vname of the Greek Delegation I ask to be
alowed t oppose that prirlipie.

Mr. BLowens (Ethioupia): Mr. Chaira:) the Ethiopian Delegation wishes to
support tlis Ailerratilve A. I thirk we are all taking this entirely too
peb nail vy. I on't ibe! live it is at <:0 KI i y one country. As I understand
the provisnI , ii was put il to safefuard against the possibility of a combination
of tlebft r.rat ns a or ea g the ]ending pnsower of the Fund. I think it is a
reasonabie safeguard at1 od that we hiud i eehp in the proposal.

Mr, lilhoir (New Zeal[ai): There are Just two points I want to make. It
seems prf)bale in prtactice thre a't ttru)r; of voting power in accordance with the

propo'aia s f the paragraphs hero w~uld b e ikely to be a very complicated itteer,
and it mniht turn o7r tihe 'hat : whe-ther a vote were taken one day or the following
day whether the country ladi a oerraibn >'in; power or not. Of course, it seems
that diese 'hli. wi] oe il>died ty los e votes, which, as the representative dfte
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Netheria:ds ias already saggestez, oulid be pretty clear indication that the Fund
was on the verge of foundering. Bt4 if the matters are not to be determined by
very close votes, then it certalrly ioe.n't seem to be worth while making the
elaborate adjustments of what for 'he majority of countries here would be very small
voting power in the Fund. In the case of New Zealand our voting power wouldn't be
as much as one percent of the whole arnyay and it doesn't matter to us very much
whether that is increased by 1,000 or diminshed by 1,000. That won't affect any-
thing of importance at all. But -- and this is my second point -- it may be a
matter of very great importance if the provisions of these two subsections were
applied in the case of one of the really big contributors to the Fund, which might
very well, to use the inaccurate phrase, be in credit to the extent of increasing
its voting power by, as has been said, practically 50 percent, And that is a
matter about which I think we might iegitLmately be a little concerned.

To take the eitrer case, we don>t know exactly what the figures will be but
if we can take as an ilustratiot thbe fligures in the New York Times today the
rather paradoxicai oituation might arise that just at the moment when the biggest
contributor to the Fund was on the verge of being declared a country whose currency
was tehnic:ally scarce from the polri of view of the operations of the Fund.......
its voting powers for these pLurposes would be Just a little bit less than 50 per-
cent of the total votes and It seems to me tsat an arrangement which would create a
situation of that sort is noi a very desirable one.

I <ould suggest quite provlslona Ly as a possible compromise which would meet
the argumen% that nave been put forward about not allowing people who are borrow-
Ing to hage he same po>vr to dea wi'h tnh situation as the people who are lending,
that e may aeete ya) a togelther ald he satisfied with the diminution of the voting
power ry the ke purchase from obhet rontries.

Mr. iuxford. Just on the povt f Issuce, the gentleman from New Zealand in
understaiding 'he provision, It was never contemplated that this vote provision in
the seconr paragraph would hape gene'a! appilcation. It would by no means have
an% application on the question of rnerher a currency should be decided to be
scarce it 0ol14 only have appilatio il tiwo narrow cases -- I mentioned that --
and I think Sni Witfreds supggestoni of plr nivg it to those provisions wrould be
mos L heLpfu, in making it chear, I wouid not intended to apply to a vote as to
whether Curren y of a cow try woull be made scarce,

Mr. Fisher I miider4'anJ 'ha' perfectiy, What I had in mind was when the
Fund's supt ie of the curyesr tea of the alger contributors to the Fund were
being reduced to zero at that momeJ! 'or other purposes and the representation of
the Ur.ilted Sttes mento:oe4 the vctng riower of that country would be at its
maximum

Mr LuxfordL That's right It would be, approximately. I think you are usig
the United State as an il]ustratIor atli as I recall its then voting position might
be between 20 an Ž5 pe sect . No., a! tne outslde, this might increase it to
about 35 percent, proboaoy not i e that mut,

Mr. na mjan I thilK the mate iss airealy being clarified, but neverthe-
less we &amot dec, ie at, rVi e A t so it seems we must proceed with the second
part and arry on 'he dls usslon ir the imeettxg this morning and we can come back
anid Ilsuss and decid e tnlis question.
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Mr. Mad;ada: Mr. ChairmAn, n tiwhlrasring Aiteirative B the gentleman from
the United Kirngdom in order to hie: r Lamne to an agreement on Alternative A. There
is an important matter at the end of Al ternative B that I think has no bearing on
the subject. niamely, tstablishting a ouorum for a meeting of the board of directors.
I think our Reporting Delegate raised that point. And I was wondering if we would
like to register an aree'et] or, whether or not the quorum should be established.

Mr, Hexner, We are golng to discuss that in a few minutes.

Mr. Chairzran: We must discuss this question, "that except as otherwise
specifically provided sall matters before the Fund shall be decided by a majority
of the aggregate votees cast"

Mr. Mr. Cha mnan, I am, sorry to go back to paragraph (a) and (b), or,
rather, the first part of A!ternat!ve A, but I would Like to have some clarifica-
tion on one pio o. I bel iev, tr,-yone here agrees on the principie that the dis-
tribution of vot ng p,,wer shoul I be related to the quotas. and I can well see
how the system of voting is going to funotion as far as the board of directors is
concerned when every zember country is reached. But the Joint Statement speaks
also of the executive commrilttee and I would like to have some explanation on how
the system of voting is going to function for the executive committee because
there we are going to have five members of the executive committee that will be
appointed by the flve largest Coatri buting countries and some other members who
will represent the other countries, Now, how are they going to calculate the
voting power of those other' members of the executive cormmittee? That is a
clarifltatiur hat I w:Iu d like,

The Chairramn: At the begirv lrig cf the meeting I have already explained that
all the ques'ions in relation to exectiue comnittee will be discussed after, when
we will receive the new ntafeme t reeing prepared by some groups.

And so we have this part . I think that Cuba wants to discuss this. The ex-
ception is nmade at the end of sel tion , `e',ept as otherwise,' and so we may
discuss the probiem of a quorum as it is proposed in the Alternative B, a quorum
which mujt onsnist of rot oess thesr 2/j of the total voting power. That is the
question under dlisussion.

Sir Wilfred: I am grateful to rhe De legate f'rom Cuba for reminding me that I
withdrew more thanr i ,lended to wilthdraw. i did not intend to withdraw this pro-
vision for e quorum, 1 venture, also, to suggest to our Reporting Delegate that we
are really cot considering the question of how you get a decision from the board of
directors, including rat uing. We are ;onsliderlng now when there is a meeting of
the Boaurd of Governors what is the miilrlmum number present who constitute a valid
vote. That is all. And we have suggested here that a valid vote requires not less
than 2/3 of the total voting power of the governors on the board.

Mr. Monltero: Mr, Chair as I believe, sir, that this minimum quorum is really
dangerous to the small ooi.-,ries, Ir other words, that a 2/3 quorum might be easily
foned by the iargest-quota Members; therefore, it seems to me that 2/3 quorum is
too low In this particular mechaniasm for validity, especially if regarding certain
matters of onsern and of great conrern to all the countries. Therefore. I would
suggest the division of the quorum I would propose two different kinds of a
quorum should be had, some large quorum for more important issues, that the board
will decide and a small quorun for the less important issues,
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Mr. chsalrnt, st as a gei : tv-A the figures I am going to mntion are
not !rle t1i to a opex fPt: eriapf, a I ci~ratIlon of a quorum of voting power and
a quorum of Lmmrer :Io'r' rel wr'o:, Im te Irick, as they say. Perhaps if we had,
and I repeat these ftgrres, the 2 ¢tT power and 1/2 of the mehber countries
or any other fltgtre that mtgnt te a&reed upon.

Mr, i xfor. Mr. Cnazxrrar, L dotui suggest that by all means we do need a
quoraumn prohistorn I: t1is 5o4 me I h thalk ht the suggestions that have been
made are very good, both y Mel1 o &nl hy Ecuador, and I am quire certain sonthirg
along tha' 1i e •hould e I oerk out , bhart we will give due regard to both the
number of ttttri es anZ the q1or s.

Mr·, $Uri ,ed Kjrldoim;n i oru d be prepared to accept an amendment in
that soesr [z any fortm iraf et ry t'h (oc!n ttee, I entirely agree in the suggestion
of the Delega'te

Mr. :j AI : i art to ,ay -o 'iup.port the nuggestion made by the
Mexi I. De- gnt o .

Mr. MaH, [i gor$V,' .e !l~%e A ra'I nlzIilmttee to draft that last sen-

teince of Alloera i' B Rill i pot? frTt ougyeotlotos that, have been proposed here?

M_ hIs 'Mer; 'ct md riar it' ,e o' tmaiie by Ecuador and Mexico? Would it
ten c: : ,ie i re Me& ,n DK;]ek e if ;e hoAll sate a qzorum of 2/3 with the

m[nI; flriu. t of o{ het ? "ae-e I~e e> ~r tPhat wo:id settle one part of the

YNo-., I' ~ ~i ot x· . i a r t t: r.m is preosent and business should be
pertfo!'e; · reIIa J, I ' irr.eee n I `r ! ie aimnv should call another
teet I Y.,r a [Le 1 ! oo ,l 'thls meetrli could decide without re-
gAr ' ~ Iq < % e , y &greeab[e propoae?

Si, W ft re _ r a - ,u o hKopn adtomaticaiiy, that if there is not
that >j '3 r-[n r': e,, ar, ,i' rn a tel a ' that meeting, and that the

rxreql'! t· ~a '0 -,! ¼ f)*' ]t,£ t sl ~11 g

Mr, Krexrev wLh i aant M h. ias•p Inhat to suppose sach business
has to !et pio:oirmeit 1 a V e toa e to the executive conu';tee that
tiil n ./I, a'[ d .11 ei A aL· O Tnting agalr there is no quorum. Now, we

cO jd leciie - I adnI r olA oP0'S solutioo -- that we should state
rigidy Ira! if :I, r<u p rr;e,,r t , ineys Car be perfott. It is an al-

The (,~ft, rr, I ha u'<l -- o, J thi ;i-}t part of Altertlat Ive B must be real
ike ''<1 A ,(or r, f, r' the lte J , ¢ t of no less than 2/P of the total

;O"L.lg p9<'er <'f he 4 7:',re, c.al ' i o1'Ie or r i a<ries" That, I think is the
prjops a oi Mex] a c I- , ; I uasd1r, A t] thn gent emen who are agreed to such a
proposiO I1: say "Aye"

Cht ()it} rn Appro *,

> a, r, ; alpy Ie29.>&' *et )I * T~lV i co!Ithing,
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Mr. Hexner: I assume that the agreement of the Committee is that there should
be a quorum always present, 2/3 and half of the members.

Mr. Monteros: That is right.

Mr. Homer: That if there is no such present there cannot be a decision made.

The Chairman: All right. Tomorrow at ten O'clock.

Mr. Machado: Before we adjourn, I would like with your permission to present -
I have given it to the Secretariat -- Alternative C as to the organization of the
executive committee and I would like your permission to hand it to my colleagues,
the delegates from various countries here pending their receipt of formal mtmeo-
graphed copies. so that they may study it and be ready for discussion.

The Chairman: All right.

The meeting is adjourned.
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COMMLTEE I~

Minutes or the Morning
Meet ~Ig

July , 1'944

The imltlee was orgaM: :ed w tl Pie j troduction of the Chairman,
Dr. de Souza Costa, tne Reporter, Dr. He/per (Czechoslovakia), and the
Secretaries, Messrs. Bryan and Blttermann

The text of ViI (a) was aocepseI by the Commfittee with the suggestion
that the words "all powers' be skbut'uted for the word "administration" since
the latter word had too restricted a mea ling in Spanish.

The Commnitee next cosoiierel Vii i (b). After an exchange of views about
the delega ion of powers, the text rmst with general approval.

Alternatn'e A and B of Vi I (In were discussed, The view was expressed
that Alterna'Lve A did ro gi ate seq:, e opportunity to the small countries to
protect their itrerest ty asking for rpeclai meetings of the Board of Governors,
Af t er f] i olsildderlio , 1 he Co mit! gerleraiily agreed to the incorporation
into 'he :raft of Aiternaf.]Pe B ltn 'he exiception of the last sentence. As
agreed, VII i (c) thereforne wou m]oi ['. e that special meetings of the Board of
Governor- coulid oe Ea e4 on 'the 1ht a, ve of 5 countries or of countries having
25% of the qjuota,

The mreet I g aas adjournel a! I /O a m. attil 4;00 p.m., July .
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CO0aissION I COM0ITTEE 3

Afternoon Meeting - July 4, 1944

Dr. de Souza Costa presiding. Dr. Boucas acted as Chairman for the first
part of the meeting. The Committee continued discussion of Article VII,
Management of the Fund.

It was agreed that the provisions of VII-1-d are supplementary to VII-l-c,
and on this understanding, the provision was accepted. The meeting agreed to
VMI--c without discussion.

Consideration was then given to VII-2-a. Some members favored postponement
of the discussion of this section until the quotas shall have been determined.
Others suggested that the principles of the quotas were known so that discussion
of this section could profitably be undertaken at once. Proposals were made to
increase the Board of Governors from 12 to 15, and to refer the matter to a proper
sub-committee. No action was taken onr. these proposals. Discussion of alternatives
A and B followed. It was stated that alternative A proposed to vest the powers of
the Fund on most matters except those specially reserved, to a small body which
could be in continuous session and so could transact business expeditiously as is
required under other clauses of the draft. The voting method permitted the for-
mation of groups for the election of members and so made possible representation
on a geographical basis or on the basis of similarity of economic interests irres-
pective of areas. The proposal was consistent with VII-2 of the Joint statenment
which provided that voting in the Board of Governors and in the Executive Direct-
orate was to be roughly proportional to the quotas.
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MIuTES OF MEEIN: Cd COMil'jEEL COMMISSION I

OrgaQ <ba aa O Maraesmeone o t Ine P V:i1

(Ju1y 5, p.a,

At ito thlrd meetig or Ju.y 5, - p.m,, the Committee by agreement decided
to defer a tic- and futther oonsideratlor of Article VII, section 2, Alternative A
and B relating to the Exe ruive Dlrect.ors untli new drafts would be submitted by
various rmepTers for the se~iorns ir co; trversay, The Cormtiftee proceeded to
consider Ar Icle 7, section i-Vot i8tri 'he Board of Governors, After extended
decbie it tsas agreed to ad ept tn zrinl e the first paragraph providing for a
nwtber of *otes t o te aosslgcea c ra .h 'odr ry by virtue of its aenbership, in
addt toni o the vo os nroportlorL va. liiolas. No declsion was taken on the
nuntber of i/O ores 7er miirye :, :,e ir2ormatlon about the quotas becomes

Tie 7
0orml1'tee 4, ,~ Lted-, & co,`erasJe iength, the implications of the

secld ~gvapb of VII- pro , ix: or '<he educti:lon of votes of members pur-
<hash4 jiurrey 'or uhe Fani art, Incre2 sIrg the veters of members whose cur-
re> Le ac e r ,ir. tvy tt:e Fn'. i he ' Ih 1% <sion it was brought out that the pre-
clle :i ai 0a+, of 'hb ii'> f fhe iro ihee d nrov sion should be clarified by re-
draft I - :, as Jmke tear t}1le> the *e 2ail olIng provislors appli ed only to a

feC' .1 r <"a i e ,the an e- ? ' Ftri of the 1Ilmtatiorts on the annual
rpi.ihase of r e % y y eemer ,W! dy ari Ire preeat ri of the misuse of the
Fuodo aitnV.e I r - ene ag eemenr,, the weight of opinion seemed
to aD0pr Jhm termc of Aof irtai t A <'hl perhaps, some reduction in the
peJnaltv o app leal ¾ e , b Cs mKiihg argme purchases of currency from the

The [ivrid paagraph o tihe [e'iof was aI ;nepe. Aiternative B was withdrawn
ry It un,;!ow-rse exoept he pe r-, reoa'tng to the quorumn It was agreed that
,he %ioruif snow ; 0'" e' .e iu eaif of ire member countries 'nd at
le4as> Fl tIof I :e ;e:I.

0 %he thew %ifl 1A, 'h Ito,, e tue o ' {o Pig might he overemphasized in the
op[iionr o! ,:r o!f the 1<.e e(a' p.esei ise the prirocipal funition of the fund
.oud L[e o <[ t e ~{,r this paripose, periodic meetlings would be sufficient
wherods r n' los meet r g ghb re ut et essie activity on the part of the
furnl maootiaglme I ppaoi4 -o :Tii s ie, It #as Žtated that agreement and
nati:mitv wr:<i to t ien-ih', F> Tmflv noff aaay$ ue possualble, The consultative

fulnst-o, oi 01the [i w as no. to e mir ,*mnlels, but :n the absence of complete agree-
mmet, vot [in nsaht be mhes sary I ias al {: suggested that a monthly meeting of
the Dhltrector, wot. i it re 4lequa'oI 4: ±e's in pra tide many of the tunlctions of
rhe Execu Itc DiAYe !<;ara e re le e:tari to the managers.

In %he arTeLt i- fa or of Ahir aPlye B, it was suggested that the routine
powers or Die B]ei ti e ire, ors vu ii i marty cases Le dei.egated to a permanent
oef <i., ) no: b t be er i , r e" o' e cPuari and so mlght be selected on other
bases htn t L: < er in n, el it: ' eieitun y goveinments direct.
>Furher±.o em Ie Fic `illi <Ofh I a h Mlee [tn'l of the Directors in advance of crises
which or _ e a: i1rptilrl !i av set I generai, the argument emphasized the
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consultative functions of the Executive Directors rathern than their direct admin-
istrative responsibility. There was no generax consensus of views on this questicn
at the meeting and discussion will be continued.

The neeting was adjourned at 5:30 p.m.
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MINUJES OF MEETiNG OF COMITTEE 3 OF COMMISSION I

tOrag&rzattob. an Ma-agemrent of the Fund

(July 6, 9-4, 10 a.m.)

At the fourth retirg of the Ccmmrttee on July 6, at 10 a.m. the text of
Article VII Section 5, page 28 was ao:epted without change. Article VII, Section 6
on depositories was then givenr, extendel consideration. Paragraph (a) in Alternative
A was agreed without change. Agreement was not reached on paragraph (b),
Aiternatives A and B and the question was referred to Commnission I for decision.
Alternative C was drop[ez by general consent. Section 7 was agreed upon as pro-
posed in Alternative A, page 9

The com: ttee res4umd tnsltierator0
Article VII, Se!ction 2. New drafts for
original Aiternattves A and B were comtlbr
152) AiternLtive ( SA/i/16, Donoiment
1!0) were irtrloiaet at tils meoti:lg. A
complete agreement was possible ]: viwew
tional alneindenets ac these irafta are to
The Chairmian was authorlzel to appcu t a
ciatiorli oi tbese drafts anid o preleilt

of the question of management of the Fund,
the relevant sections were submitted. The
red into a new draft (SA/1/17, Docuamnt
151) aed Alternative D (SA/l/15, Document
'ter discussion it was apparent that no
of the differences of these drafts. Addl-

be submitted by several of the members.
special committee to consider the recon-
a new document to the contittee as soon

as possible. The foilo'wIrnH :ourr; ies yere rnned to this committee
States, the Uinted Kingdon, the Nether[iajs, C(ba and Belgium.

The United

Art; ,e Vii, Sectlorn 8 ar4 AriI Je VIII, Section i, #ere not discussed pending
clarlflca ,o, oii their noss[ane a digrmenr to Coimnittee 4, The conlttee recom-
menied that ;ne firs: three o.Gases of Artile VII, Section 11 be transferred to
Cormfltree 4 Sir ce an amne4lhenr i !proposed to the fourth clause, action was
postponel o!r tils :]aase, :hlie Lhe flfth tlause was adopted as presented.

Adjiournmert at i p.m

i the mire>, of JIuly , p m i: he third paragraph lines 6 and 7 the
wo-ds "Board of 7o<rnor;" snoaud reat "Phe Executive Directors".
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MINUTES OF MEETING OF COMMINI'EE 3 OF CO044ISSION I

Organization and Mareagement of the Fund

(July 7, 1944, 10 a.m.)

The Committee anended Article VII (additional Section 10), page 32 by sub-
stituting the "Board of Governors" for "The Fund". With this amendment, the
Section was adopted. Article III, Section 11, page 14 was explained, but dis-
cussion was deferred on the request of some of the members. Alternative C to
Article VIIT Sections 1, 2 and 3 (Document 178), was presented to the Committee,
and was referred to the sub-committee already dealing with the question of the
Executive Directors and methods of election. The Connittee took no action on
Article VII, Sections 1, 2 and 3 pending a report of its special sub-committee.
Discussion of Article VIII, Section 3 was poetp'one until the next meting to
allow time for the consideration of a proposed Alternative B.
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MINUTSES OF METING OF (OMIfTTEE 3 OF COMMISSION I

Organizat on and Maragement of the Fund

(July 8, i9at 9.30 a~m.)

The Committee considered Alternative D to Article VII, Section 6(b), page
29(b), relating to the deposit of the Fund's gold holdings. After discussion this
was referred to Comlssion I to be considered along with the other Alternatives to
this Section. The Coamittee then considered Article III, Section 11, page 14(c)
Alternative C, relating iorro to tobe supplied to the Fund by the member
counltries, hlich rep acej Alternat tve A, A new Alternative D, Decument 203, was
also discussed. Alternatives C and D were referred to the Commission.

The Committee discussed Article VIII, Section 3, page 36, the Settlement of
Accounts of Withdrawn Members. A new Alternative was submitted and will be
circularec. An amendmerdniit to Article VIII, Section 4, Liquidation of the Fund,
was submitted and will be circulated. After discussion it was decided to refer
these matters to a special sub-crnmmittee, consisting of representatives of Belgium,
the United Kingqom, the United States, Atstralia and Mexico,

The sut-oTmnlttee on the Exetut ve Directors reported a "Final Alternative
sabmitted by the Special Sub-connitree Appointed to Consider All Proposals
Relative to the Execative Directors" tu, replace the combined alternatives A and B,
C, and D with the amendneatr surmlt'ei by various countries. The sub-committee
reported that It had bee able to reach agreement on all questions before it
except the Fotail rumter of Execut!Ie Diiectors. After discussion the whole
Committee approved pahagraphs i, I 5I 6, 6(a), 7, 8, 9, 10, ,ll 12, and 13.
Paragraph 3 was referred to 0ommislorn I after considerat on of an amendment,
Docuaent 178, paragraph , page 26(1] Paragraph 2 was disouased but no agreement
had been racnel a* the time of djourrment. An Alternative to paragraph 2 and
an aeentner t to Scheduie B of the combined Alternatives A and B has been submitted
and wIt, Te< tirw!ated.

Ad, ,nen- a'r 1: •5.
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MINUTES OF MEETJN OF 0 iE 3 OF COMMISSION I

Organization and Maiagemerft of the Fund

(July i], 19-~ l0 a.m.)

The Committee considered Article VIII, Section 2, Alternative A (Document 210)
dealing with suspension and compulsory withdrawal from the Fund. A number of
questions about the interpretation of this Article were raised in the meeting.
After the dlscussion, the Committee decided to approve the Alternative, Section 2,
2(a) and 2it) with suggestion to the Drafting Committee of the Commisslon to state
clearly under vwnat coraditions a counrtry would be suspended from using the Fund's
resources or be compelled to wlthdraw from membership and the fair procedure
therefor. It was the consenoss of the Committee that these sanctions should be
applied only when the rountry's action directly affects the operation of the Fund.

The Coniltee received the report of its sub-committee on Liquidation and
withdrawal, (Docunent 2&3)'. The Committee agreed to eliminate from further con-
sideration Alternative B, Articie VIII, Section 4 (Document 241). It was unable
to reach agreement on Alternatives A and C for this Section and referred the
matter to Commission I. Artice VIII, Section 3, page 36, Settlement of Accounts
with Goverrments Ceasingr to be Members, was also referred to the Commission for
action. No action taken on Article VII, Section 7, Location of Offices.

*Docunment 243 should be corrected in tie third paragraph, line 7 to read:
"Alternative B" in place cf 'Abternative D.' In the fourth paragraph, line 9,
to read, "Alternaiie C" instead of "A ternative B".
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dIlNUTES

CO04ISSION I, coMITTEE 4

Form and Status of the Fund
(JUly 5 i:(30 a.m.)

The first meeting of Commission I, Conmmittee 4 was held on July 4 at 11:30 a.m.
The Chairman of Comaission I, Mr, White (USA) introduced the Chairman of the
Committee, Mr. Llosa of Peru, who in turn introduced the Conmmittee Reporter,
Mr. Keilhau (Noray) and the Secretaries of the Committee,

After expressing appreciation on behalf of his country, the Chairman explained
that a document indicating the parts of the preliminary draft of the agreement
within the scope of the Cornmittee had .lust been distributed in the morning and
suggested that it would be advisable to delay discussion of the substance until the
next meeting. Be also suggested that the next meeting be held the following
morning. The Chairman stated that it appeared that the following sections of the
preliminary draft fall within the scope of the Committee's activities: Article IX,
Sections 5, 6 and 7; Article XI; Article XII; Article XIII, Sections 1, 2, and 3
and 4; Article XIV.

As there was no response to the Chairman's inquiry regarding discussion, the
meeting was adjourned.
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MiNUTES OF MEETING OF O!ThMISSION 1, CO@{TTIEE 4

Form and Status of the Fund

(JLiy 5 I94 4, t3io P.mm)

The second meeting of Committee 4 of Conmmnission I was held on July 5 at
5:30 p.m. The Chalnran ainou/ced that the Chairmen of all of the delegations had
agreed that there would be no formal voting in the Conmittees The Chair was
authorized to appoint a small asterisk conmmittee to which minor questions of wording
and coordination .may be referred. Ic the case of a lack of agreement on important
questions, the lack of agreemen t wili be reported to the Commission. Approval
was obtain-ed permtlltig the eclyhnral rersonnel accompanying the delegations to be
allowed, at toe request of the representatIves. to express the point of view of
their deLegatioas without arguing with the delegates.

The Cormtttee proceeded with the discussion of Article IX, Sections 5, 6 and
7, as mended. After conslderabhe discussion and conents by various delegates,
Section 5 of Article IX was approved without amendment. In the case of Section 7,
considerable discrussior took place between the delegates. From this discussion
the Chair summarized thle consensus of opinion by appointing a subcooittee to
fuirther reliew Article IX, Setion 7 (Dec. #121) before final approval. The sub-
commitLee appoin ed by the Chir cons Ests of one delegate from Cuba, Norway, U.K.,
U.S.A., and U S.S.R, The delegate from The U S. was desigated as Chairman. The
assignment of the subcomrrittee is the review of Section 7 and presentation of the

conaensus of' epi lon of the sibccyrmlitice.

in addition to the Articles aMd Sections assigned to this comnlttee in

Doc. #51, the fo Lowing Tatters were also assigned:

Articie VII - Managemert of the Fund

Ser.. S - Relationnhlp to otrher intenational

organizations

Artice V[III- WIthiravat from the F3ur

Se. i - Right of memehers 0o wi thira&

Se'e 2 Suspension of nrembership or compulsory
wl thdrawal

These Sectlons are to be disrussed at the meeting of July 6.

The above ArtcIes a-d Sections 'ere previously assigned to Conittee 3 of
Comnisslon 1I
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Minutes of Meeting of Committee (4) of Commission I
July 6. ]94.4" 2:30 P.M.

Form and Status of the Fund

The third meeting of Committee 4, Commission I, was held on July 6, at
2:30 P.M. The Chair appointed the delegates from China, Cuba, Ecuador, Poland,
United Kingdom, Union of Soviet Socialist Republics, and the United States as the
members of the asterisk committee, with the delegate from Cuba serving as Chairman.
Also serving as ex officio members of this Committee are the Chairman, Reporter and
Secretary of Comnittee 4

The Chairran of the subcommittee to review Article XI, section 7, reported
that the members, at the meeting held today, were substantially in agreement. It
was indicated by the Chairman that the revised Article XI, section 7, would be
submitted to the full committee at the next scheduled meeting.

Article VII, section 8, was discussed extensively and the consensus of
opinion recommtended approval without change. At the suggestion of one of the
delegates, the Committee approved the discussion at this meeting of Article VII,
section 11, items 1, 2 arid 3, which were previously assigned to Committee 3.
After considerable discussion by the various delegates of the interpretation of
the proposed wording of the first phrase under the heading (Document 32, page 33)
of section II of Article VII, it was agreed that the present wording would be
revised and stated as follows: "In order to carry out its purposes, the Fund shall
have full legal personality and, in particular, to ".." With this amendment in
wording te Cormnmittee approved Article VII, section 11.

Following an extended discussion of Article VIII, Section 1, Alternative A,
the Chair stated that a consensus of opinion of the delegates indicated approval.
During this discussion the delegate of the country proposing Alternative B stated
his reasons for recommending changes in Alternative B.

Article VII, section 2, was rot available for discussion.

At a joint meeting of the Chairmen of Committees 3 and 4, it was agreed that
Article VIII, section 2, would be discussed upon its completion in Commnittee 3
instead of Coamittee 4, as previously announced in the minutes of July 5, 1944.

In the case of Article XI -- Amendments, there was a consensus of opinion
by the Committee that certain modifications be made to cover the proposals made
by the delegates of two of the countries. This article was referred to the
asterisk committee for their consideration.

Article XII, section 1, was discussed at length. At the conclusion of the
discussion the Chairman stated that the consensus of opinion approved Alternative A
but because Alternative B was an explanation of a part of Alternative A,
recommended that the asterisk committee meet and prepare one document for
presentation to the Committee.
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MINUTES OF MEETING OF COM1iPrTE 4 OF COMM4ISSION I

Form and Status of the Fund

(July 7, i944, 2:30 p.m.)

The fourth meeting of Committee 4, Commission I was held on July 7, at
2:30 p.m. The Chairman of the subcornittee to review article IX, section 7 read
the document agreed upon by the members of the Committee. He stated that one of
the delegates reserved decision on a part of the document read to the full
committee.

As the remaining material assigned to this Committee had been referred to
subcommittees or was not available for distribution, the meeting was adjourned
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July 8, 1944

MINUTES

COMMISSION I, COI41T'EE 4

Form and Status of the Fund

(July 8, Il:A amr)

The fifth meetirng of Committee a, Coimiesion I, was held on July 8 at
11:30 a.m.

Article IX, Section 7, Alternative B, Document 194, page 4 3a, was adopted
in the form as presented by the subcomnittee.

Considerable discussion was held upon the docurent presented by the sub-
committee kaown as Article VII, Section 11, Alternative B, Document 198, page 33a.
Tte first three numbered sub-paragraphs were accepted as presented, sub-paragraphs
4 and 5 havirng been referred to another tomrmittee previously.

Arllcle XI, Alternative C, Doc;ument 198, page 45a. After considerable dis-
cussion it was decided to insert in the second line between the words "from"
and "a" the words "the ,t >erne nt of" and in the ninth line between the words
"three-fifthsl" ant "of" the woind "of the Governments" to make the meaning clear
with that inicated ir the seventah ile and the last line of the first paragraph.

Articie XIi, Section i, Alternative C, Document 198, page 46a. Discussion
on this document was prolonged It was fiualiy decided to accept the text as
presented in Alternative C.

A tlcie XII, Section ij Alternailve A, Document 209, page 48. After the
delegate from the U.S.A, explained the purpose of the wording which was presented
the text was adopted without change.

The Committee was adcised chat Artic e XII, Section 2 and Article XIII,
Sections t, 2, >QM X were not yet reapy for presentation to the Committee or its
subcommittees. With this exception the Committee has completed the work assigned
to it by Conrmisson I


